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DEPARTMENT  OF  ENERGY 
Economic  Regulatory  Administration 
10  CFR  Parts  210,  21 1  and  Part  212 
I  Docket  No.  ERA-R-80-//| 

Gasohol  Pricing  and  Allocation 

AGENCY:  Economic  Regulatory 
Administration,  Department  of  Energy. 
action:  Notice  of  Proposed  Rulemaking. 

SUMMARY:  The  Economic  Regulatory 
Administration  (ERA)  of  the  Department 
of  Energy  (DOE)  is  proposing  alternative 
amendments  to  the  Mandatory 
Petroleum  Allocation  and  Price 
Regulations  concerning  the  treatment  of 
gasohol  and  unleaded  gasoline  used  as 
blend  stock  in  the  production  of  gasohol 
and  unleaded  gasoline  used  as  blend 
stock  in  the  production  of  gasohol.  The 
first  alternative  proposal  would  amend 
the  allocation  regulations  set  forth  in 
Part  211  to  permit  prospective  gasohol 
blenders  to  obtain  allocations  of 
unleaded  gasoline  for  use  as  gasohol 
blend  stock  and  provide  for  the 
allocation  of  gasohol.  An  optional 
proposal  to  amend  the  allocation 
regulations  would  restrict  access  to 
allocations  of  unleaded  gasoline  for  use 
as  gasohol  blend  stock  to  alcohol 
producers  only.  This  proposal  would 
also  amend  the  price  regulations  set 
forth  in  Part  212  to  permit  refiners, 
resellers,  reseller-retailers  and  retailers 
to  recover  increased  costs  associated 
with  producing  gasohol,  including  the 
cost  of  the  ethanol  component  of  the 
blend,  in  the  maximum  lawful  selling 
price  permitted  to  be  charged  for 
gasohol. 

The  second  alternative  proposal 
would  exempt  from  the  provisions  of  the 
allocation  and  price  regulations  both 
unleaded  gasoline  sold  by  a  supplier  for 
use  by  the  purchaser  as  gasohol  blend 
stock  and  gasohol. 

The  amendments  are  intended  to 
encourage  increased  production  and 
marketing  of  gasohol. 

DATES:  Written  comments  on  or  before 
July  21, 1980. 

Hearing  dates:  Des  Moines,  June  23, 
1980;  New  Orleans,  June  26, 1980; 
Washington,  D.C.,  July  8, 1980. 

Requests  to  speak  by  4:30  p.m.:  June 
16, 1980,  for  the  Des  Moines  hearing: 
June  18, 1980  for  the  New  Orleans 
hearing:  June  30, 1980,  for  the 
Washington,  D.C.  hearing. 

ADDRESSES:  All  comments  and  requests 
to  speak  at  the  Washington,  D.C. 
hearing  should  be  submitted  to  the 
Economic  Regulatory  Administration, 
office  of  Public  Hearings  Management, 
Docket  No.  ERA-R-80-71,  Department 


of  Energy,  Room  2313,  2000  M  Street, 

NW.,  Washington,  D.C.  20461. 

Requests  to  speak  at  other  hearings: 

Des  Moines  hearing — Department  of 
Energy,  Attn:  Lou  Brownlee,  175  W. 
Jackson  Boulevard,  Chicago,  Illinios 
60604.  New  Orleans  hearing — 

Department  of  Energy,  Attn:  Mac  L. 
Lacefielu,  2626  W.  Mockingbird  Lane, 

P.O.  Box  35228,  Dallas  Texas  75235. 
HEARING  LOCATIONS:  Des  Moines 
hearing:  Federal  Building,  Room  113,  210 
Walnut  Street,  Des  Moines,  Iowa  50359; 
New  Orleans  hearing:  Hale  Boggs 
Building,  Room  125,  500  Camp  Street, 

New  Orleans,  Louisana  70130; 
Washington,  D.C.  hearing:  Room  2105, 
2000  M  Street,  NW.,  Washington,  D.C. 
20461. 

FOR  FURTHER  INFORMATIO  CONTACT: 

William  L.  Webb  (Office  of  Public 
Information),  Economic  Regulatory 
Administration,  Room  B-110,  2000  M 
Street,  NW.,  Washington,  D.C.  20461, 
(202)  653-4055. 

Robert  Gillette  (Hearing  Procedures), 
Economic  Regulatory  Administration, 
Room  2214-B,  2000  M  Street,  NW., 
Washington,  D.C.  20461,  (202)  653- 
3757. 

James  Berry  (Regulations  and 
Emergency  Planning),  Economic 
Regulatory  Administration,  Room 
7202N,  2000  M  Street,  NW., 
Washington,  D.C.  20461,  (202)  653-  _ 
3256. 

Maurice  Boehl  (Petroleum  Pricing 
Regulations),  Economic  Regulatory 
Administration,  Room  7302-D,  2000  M 
Street,  NW.,  Washington,  D.C.  20461, 
(202)  653-3199. 

William  Funk  (Office  of  Genert 
Counsel),  Department  of  Energy, 

Room  6A-099, 1000  Independence 
Avenue,  SW.,  Washington,  D.C.  20585, 
(202) 252-6736. 

Christopher  M.  Was  or  Mayo  Lee  (Office 
of  General  Counsel),  Department  of 
Energy,  Room  6A-127, 1000 
Independence  Avenue,  SW., 
Washington,  D.C.  20585  (202)  252-6744 
or  252-6754. 

SUPPLEMENTARY  INFORMATION: 

I.  Background 

II.  General  Objectives  of  this 
Proceeding 

III.  First  Alternative  Proposal — 
Regulation  of  the  Allocation  and  Pricing 
of  Gasohol  and  Unleaded  Gasoline  Used 
As  Gasohol  Blend  Stock 

A.  Amendments  to  the  Allocation 
Regulations 

1.  Definition  of  “Gasohol” 

2.  Allocation  of  Unleaded  Gasoline  for 
Gasohol 

3.  Allocation  of  Gasohol 

B.  Alternative  Allocation 
Amendments 

C.  Specific  Comments  Requested 


D.  Amendments  to  the  Price 
Regulations 

1.  Current  Regulations 

a.  Refiners 

b.  Resellers  and  Reseller-Retailers 

c.  Retailers 

2.  Proposed  Amendments 

a.  Refiners 

b.  Resellers  and  Reseller-Retailers 

c.  Retailers 

IV.  Second  Alternative  Proposal — 
Deregulation 

V.  Procedural  Requirements 

VI.  Written  Comments  and  Public 
Hearings  Procedures 

I.  Background 

The  term  "Gasohol”  is  a  trademark 
held  by  the  State  of  Nebraska  for  a 
petroleum  product  created  when 
unleaded  gasoline  and  ethyl  alcohol  are 
blended  in  a  nine  to  one  ratio.  However, 
the  term  has  come  into  more  general  use 
to  describe  any  motor  fuel  that  consists 
of  a  blend  of  gasoline  and  ethyl  alcohol. 

The  use  of  alcohol  and  alcohol- 
petroleum  mixtures  as  motor  fuel  is  not 
new  (see  DOE  Alcohol  Fuels  Policy 
Review  Report,  June,  1979),  but  until  the 
mid-1970s  plentiful  supplies  of  relatively 
inexpensive  gasoline  made  widespread 
use  of  gasohol  uneconomical.  With 
sharp  increases  in  gasoline  prices, 
uncertainty  about  the  availability  of 
adequate  supplies  of  crude  oil,  concern 
about  dur  dependence  upon  foreign  oil 
imports,  and  reduced  gasoline 
allocations,  there  has  been  heightened 
interest  in  the  use  of  gasohol  as  motor 
fuel.  The  economics  of  gasohol  are 
becoming  increasingly  competitive  as 
the  price  of  gasoline  continues  to  rise, 
and  the  opportunity  to  increase  the 
available  supply  of  gasoline  makes 
gasohol  attractive.  The  number  of  retail 
outlets  which  offer  gasohol  for  sale  has 
grown  rapidly  from  only  three  in 
January  1978  to  over  2500  documented 
retail  outlets  in  38  states  in  April,  1980. 1 

The  President  has  announced  a 
program  aimed  at  accelerating 
American  production  and  use  of 
gasohol.  A  target  has  been  set  to 
quadruple  year  end  1979  gasohol 
production  capacity  by  the  end  of  1980. 
Incentives  exist  and  have  been  proposed 
which  are  designed  to  encourage  the 
future  production  of  ethanol  for  blending 
into  gasohol.  To  the  extent  that  gasohol 
replaces  unleaded  gasoline,  our  supplies 
of  unleaded  gasoline  are  stretched  by  an 
amount  roughly  equivalent  to  the 


1  From  data  compiled  by  the  National  Gasohol 
Commission.  The  Commission  estimates  that  once 
data  is  received  from  the  remaining  states,  the 
number  of  retail  outlets  offering  gasohol  for  sale 
could  increase  to  as  many  as  4.000. 
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volumes  of  ethanol  blended  to  produce 
gasohol. 

DOE  has  taken  several  major  actions 
to  integrate  gasohol  into  the  existing 
regulatory  scheme  governing  gasoline 
and  to  remove  regulatory  hindrances  to 
the  production  and  marketing  of 
gasohol.  On  January  17, 1978,  the  DOE 
Office  of  Hearings  and  Appeals  (OHA) 
granted  a  temporary  stay  of  the  price 
regulations  to  expedite  the  opening  in 
Illinois  of  the  first  retail  gasohol  outlets 
(other  than  test  markets)  in  the  United 
States.  Congressman  Paul  Findley, 
Washington,  D.C.,  1  DOE  J]  82,026  (1978). 
On  February  3, 1978,  a  further  stay  was 
granted  by  OHA  to  gasohol  marketers  in 
Illinois,  Iowa  and  Wisconsin,  pending 
issuance  by  the  ERA  of  an  amendment 
to  the  DOE  price  regulations,  to  permit 
gasohol  resellers  and  retailers  to  pass 
through  the  increased  cost  of  the  non¬ 
petroleum  based  alcohol  component 
blended  with  gasoline  as  a  product  cost 
for  purposes  of  pricing  gasohol.  Illinois 
Petroleum  Marketers  Association,  1 
DOE  |  82,028  (1978).  Such  an 
amendment  was  adopted  by  ERA  on 
May  30, 1978.  (43  FR  24265,  June  5, 1978.) 

On  May  12, 1978,  the  ERA  amended 
the  Entitlements  Program  to  provide  that 
ERA  could  grant,  on  a  case  by  case 
basis,  entitlements  for  those  volumes  of 
non-petroleum  based  ethanol  used  as 
blend  stock  for  gasoline.  (43  FR  21429, 
May  18, 1978.)  On  October  31, 1979,  ERA 
amended  the  entitlements  program  to 
extend  entitlements  benefits 
automatically  to  producers  of  ethyl 
alcohol  derived  from  biomass,  rather 
than  upon  application.  (44  FR  63515, 
November  5, 1979.)  A  producer  of  ethyl 
alcohol  earns  0.6189  runs  credits 
(calculated  on  a  BTU  equivalent  basis) 
for  each  barrel  of  ethyl  alcohol  produced 
and  blended  with  gasoline  as  fuel. 

Prior  to  mid-1979,  gasohol  was 
blended  and  sold  by  resellers  and 
retailers,  but  not  by  refiners.  In  May  and 
June  1979,  however,  certain  refiners 
advised  DOE  of  their  intention  to  begin 
blending  and  marketing  gasohol  and 
expressed  concern  that  the  DOE  refiner 
price  regulations  provided  a  disincentive 
to  gasohol  production.  Specifically,  the 
refiners  were  concerned  that  under 
current  regulations  they  would  not  have 
the  flexibility  to  pass  through  all  alcohol 
costs  in  the  price  of  gasohol  or  the 
various  grades  of  gasoline.  On  June  26, 
1979,  the  DOE  Office  of  Hearings  and 
Appeals  issued  a  stay  of  specific  pricing 
regulations  to  allow  Amoco  Oil 
Company  to  pass  through  the  increased 
costs  of  the  alcohol  additive  in  prices 
charged  for  gasohol.  Amoco  Oil 
Company,  3  DOE  p2,073  (1979).  Similar 


relief  was  granted  subsequently  to  other 
refiners. 

On  November  14, 1979,  ERA  amended 
the  refiner  price  rules  to  provide  that  the 
increased  cost  of  alcohol  and  other 
additives  in  gasoline  could  be  passed 
through  in  the  prices  charged  for  one  or 
more  existing  grades  of  gasoline.  (44  FR 
69594,  December  3, 1979). 

A  growing  number  of  firms  have 
begun  to  market  gasohol;  however, 
many  may  have  been  deterred  by  the 
difficulty  of  obtaining  the  unleaded 
gasoline  required  for  this  purpose  and 
by  uncertainty  as  to  the  application  of 
DOE’s  regulations  to  gasohol  marketing. 
Accordingly,  DOE  is  hereby  proposing 
to  amend  its  regulations  to  provide 
access  to  unleaded  gasoline  for  use  as 
gasohol  blend  stock,  and  otherwise  to 
remove  any  regulatory  impediments 
which  may  discourage  the  production 
and  marketing  of  gasohol. 

We  are  considering  two  different 
proposals  for  the  treatment  of  gasohol 
under  the  regulations.  First,  we  are 
proposing  amendments  to  the  allocation 
regulations  to  provide  a  means  for 
potential  blenders  of  gasohol  to  obtain 
allocations  of  unleaded  gasoline  for 
blend  stock,  and  to  adopt  specific 
provisions  regarding  the  allocation  of 
gasohol.  This  proposal  also  contains 
amendments  to  our  price  regulations  to 
permit  greater  flexibility  in  the  pricing  of 
gasohol. 

Our  second,  and  alternative,  proposal 
is  to  exempt  gasohol  and  unleaded 
gasoline  used  as  gasohol  blend  stock 
from  our  allocation  and  price 
regulations.  We  are  giving  serious 
consideration  to  both  proposals  and  we 
will  consider  the  public  response  in 
determining  which  proposal  to  adopt  as 
a  final  rule. 

II.  General  Objectives  of  this  Proceeding 

We  solicit  comments  of  two  kinds. 
First,  comments  are  requested  on  the 
specific  proposals,  alternatives  and 
matters  of  inquiry  identified  in  sections 
III  and  IV  of  this  notice.  We  may  in  this 
proceeding  adopt  one  or  more  of  these 
alternatives,  or  variations  of  these 
alternatives,  as  appropriate. 

Second,  comments  and  information 
are  requested  concerning  any  other 
possible  actions  which  have  not  been 
included  in  our  proposal  which  might  be 
appropriate  in  view  of  existing 
regulations  or  to  promote  the  increased 
use  of  gasohol  generally. 

You  are  encouraged  to  provide  your 
own  analyses  of  any  problems,  and  to 
support  your  views  with  appropriate 
data. 


III.  First  Alternative  Proposal — 
Regulation  of  the  Allocation  and  Pricing 
of  Gasohol  and  Unleaded  Gasoline  Used 
As  Gasohol  Blend  Stock 

A.  Amendments  to  the  Allocation 
Regulations 

We  propose  to  amend  Subpart  F  of  the 
Mandatory  Petroleum  Allocation 
Regulations  to  add  a  new  §  211.111 
containing  regulations  governing  the 
allocation  of  unleaded  gasoline  for  use 
as  gasohol  blend  stock  and  the 
allocation  of  blended  gasohol. 

1.  Definition  of  Gasohol 

There  are  a  number  of  alcohol  fuel 
blends  that  are  technically  suitable  as 
motor  fuels.  However,  section  211(f)  of 
the  Clean  Air  Act  (42  U.S.C.  7401  et  seq .) 
generally  prohibits  the  use  of 
nonconforming  motor  fuels  such  as 
gasoline/alcohol  blends.  Section 
211(f)(4)  of  that  Act  (42  U.S.C.  7545(f)(4)) 
provides  for  a  waiver  of  the  general 
prohibition  of  Section  211(f)  to  permit 
the  use  of  specific  motor  fuels.  We  have 
been  advised  by  the  Environmental 
Protection  Agency  that  waivers  for 
alcohol  blend  fuels  are  currently  in 
effect  for  (1)  a  blend  of  90  percent 
unleaded  gasoline  and  10  percent 
anhydrous  ethanol,  (2)  a  blend  of  0-7 
percent  tertiary  butyl  alcohol  in 
unleaded  gasoline  (Arconol),  and  (3)  a 
blend  consisting  of  2.75  percent 
methanol  and  2.75  percent  tertiary  butyl 
alcohol  in  unleaded  gasoline. 

Alternative  definitions  of  “gasohol” 
are  proposed  at  §  211.111(b)  of  the 
proposed  rule  for  purposes  of  these 
amendments  to  the  Mandatory 
Petroleum  Allocation  and  Price 
Regulations.  The  first  alternative 
definitions  of  gasohol  would  be  limited 
to  a  blend  of  90  percent  unleaded 
gasoline  and  10  percent  anhydrous 
ethanol  derived  from  biomass.  The 
second  alternative  definition  would 
define  gasohol  as  the  90  percent/10 
percent  blend  of  unleaded  gasoline  and 
anhydrous  ethanol,  or  any  other  blend 
of  gasoline  and  ethanol  subsequently 
approved  under  the  provisions  of 
Section  211(f)(4)  of  the  Clean  Air  Act, 
provided  the  ethanol  is  derived  from 
non-petroleum  or  non-natural  gas 
sources.  Therefore,  should  additional 
waivers  be  granted  under  the  Clean  Air 
Act  for  other  gasoline/ethanol  blends, 
those  motor  fuels  would  be  included 
automatically  within  the  scope  of  this 
proposed  rule.  By  requiring  the  ethanol 
blended  by  an  applicant  for  an 
allocation  of  unleaded  gasoline  to  be 
derived  from  non-petroleum  or  non- 
natural  gas  sources.  DOE  seeks  to 
reduce  our  dependence  on  non¬ 
renewable  fossil  fuels  and  to  encourage 
renewable  energy  sources. 
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The  proposed  alternative  definitions 
of  gasohol  are  limited  to  gasoline/ 
alcohol  blends  consisting  of  ethanol 
derived  from  non-petroleum  or  non¬ 
natural  gas  sources  as  the  alcohol 
component.  Gasoline/alcohol  blends 
consisting  of  methanol  as  the  alcohol 
component  would  not  be  included  for 
purposes  of  these  amendments. 

We  solicit  comments  on  the  proposed 
alternative  definitions,  and  the  feature 
incorporated  in  them  limiting  the 
definition  of  gasohol  to  blends 
comprised  of  non-petroleum  or  non- 
natural  gas  based  ethanol.  The  alcohol 
components  in  the  blend  of  0-7  percent 
tertiary  butyl  alcohol  in  unleaded 
gasoline  (Arconol)  and  the  blend 
consisting  of  2.75  percent  methanol  and 
2.75  percent  tertiary  butyl  alcohol  in 
unleaded  gasoline  for  which  EPA  has 
granted  waivers  are  petroleum  based. 
Therefore,  both  of  these  alcohol  blends 
would  not  be  included  in  the  proposed 
alternative  definitions  of  “gasohol”  for 
purposes  of  these  amendments. 

2.  Allocation  of  Unleaded  Gasoline 
For  Gasohol 

The  principal  proposal  would  permit 
any  firm  other  than  a  refiner  with  access 
to  an  assured  supply  of  ethanol  of  at 
least  800  gallons  per  month  for  at  least 
one  year  to  apply  for  an  assignment  of  a 
supplier  and  a  volume  of  unleaded 
gasoline  for  the  production  of  gasohol  or 
the  removal  of  water  to  upgrade  hydrous 
ethanol  into  anhydrous  ethanol  used  as 
gasohol  blend  stock.  Thus,  under  the 
proposed  regulation  existing  motor 
gasoline  suppliers  and  retail  outlets,  as 
well  as  ethanol  producers  and  other 
firms  which  currently  are  not  engaged  in 
motor  gasoline  sales  or  ethanol 
production,  would  be  permitted  to  apply 
for  allocations  of  unleaded  gasoline  to 
be  used  as  blend  stock  for  gasohol.  DOE 
also  proposes  to  include  within  the 
definition  of  firms  eligible  to  receive 
allocations  of  unleaded  gasoline  those 
firms  engaged  in  the  removal  of  water 
from  hydrous  ethanol  to  upgrade  it  into 
anhydrous  ethanol  used  as  gasohol 
blend  stock  by  that  firm  or  another  firm 
which  actually  blends  the  gasohol.  We 
solicit  comments,  however,  which 
address  whether  firms  that  need 
unleaded  gasoline  for  use  in  processes 
which  upgrade  hydrous  ethanol  into 
anhydrous  ethanol  used  as  gasohol 
blend  stock,  but  do  not  necessarily 
engage  in  the  actual  blending  of  gasohol, 
should  be  eligible  to  receive  allocations 
of  unleaded  gasoline  and,  if  so,  whether 
they  should  be  required  to  have  access 
to  more  or  less  than  800  gallons  of 
ethanol  per  month. 

Of  course,  firms  that  have  an 
allocation  of  unleaded  gasoline  remain 


free  to  devote  those  allocated  supplies 
to  the  production  of  gasohol. 

We  are  proposing  to  amend  the 
allocation  regulations  to  permit  ERA  to 
make  assignments  of  suppliers  and 
volumes  of  unleaded  gasoline  for  use  as 
gasohol  blend  stock  using  existing 
criteria  and  procedures  contained  in 
Subpart  C  of  10  CFR  Part  205,  which 
governs  the  assignment  of  suppliers. 
However,  additional  criteria  would 
govern  applications  for  supplies  of 
unleaded  gasoline  for  gasohol  blending. 
To  be  eligible  for  such  an  assignment,  an 
applicant  would  be  required  to  certify 
that  it  had  access  to  a  minimum  of  800 
gallons  of  non-petroleum  or  non-natural 
gas  based  ethanol  per  month  for  at  least 
one  year.  Applicants  would  be  required 
to  describe  the  source  and  volumes  of 
ethanol  to  be  purchased  by  the 
applicant  for  blending  into  gasohol,  the 
customers  proposed  to  be  supplied  by 
the  applicant,  the  market  area  for 
gasohol  to  be  served  by  the  applicant, 
and  the  method  of  distribution  of  the 
gasohol  produced  for  a  period  of  at  least 
one  year.  Unless  waived  by  DOE, 
applicants  would  be  required  to  market 
gasohol  as  described  in  their  application 
for  the  duration  of  an  assignment  order, 
which  would  continue  in  effect  for  the 
period  of  time  covered  by  the 
applicant’s  description  of  his  plan  to 
market  gasohol  or  two  years,  whichever 
is  less.  Applicants  would  also  be 
required  to  describe  their  investment  in 
gasohol  marketing  facilities  already 
made  or  proposed  to  be  made  in  order  to 
provide  them  with  the  capability  to 
blend  and  market  gasohol  as  described 
in  their  application. 

We  are  concerned  that  assignments  of 
volumes  of  unleaded  gasoline  for 
gasohol  blending  might  disrupt  existing 
distribution  patterns  or  cause  regional 
shortages  of  unleaded  gasoline.  Any 
dislocations  in  supply  which  might  be 
caused  by  assignments  of  unleaded 
gasoline  for  gasohol  blending  would  be 
felt  most  acutely  during  any  future 
periods  of  shortage  of  unleaded  gasoline 
supplies.  By  requiring  firms  to  describe 
to  ERA  how  they  plan  to  market  the 
gasohol  produced,  we  hope  to  reduce 
the  likelihood  that  any  disruptions  will 
result  as  a  consequence  of  increased 
gasohol  marketing. 

An  additional  eligibility  requirement 
would  be  imposed  upon  ethanol 
producers  (including  firms  engaged  in 
upgrading  ethanol  into  anhydrous 
ethanol  suitable  for  use  as  gasohol 
blend  stock).  Ethanol  producers  which 
use  petroleum  based  fuel  or  natural  gas 
as  a  boiler  fuel  in  the  ethanol  production 
process,  and  which  have  an  alternate 
boiler  fuel  capability  (other  than 


petroleum  or  natural  gas)  in  place, 
would  not  be  permitted  to  receive  an 
assignment  of  unleaded  gasoline  to 
blend  gasohol  unless  they  demonstrated 
good  cause  why  they  were  not  currently 
using  their  alternate  boiler  fuel 
capability.  Ethanol  producers  without  a 
current  alternate  boiler  fuel  capability 
would  be  permitted  to  receive  an 
assignment  of  unleaded  gasoline  to 
blend  gasohol  only  upon  certification 
that  they  plan  to  convert  to  a  non¬ 
petroleum  or  non-natural  gas  based 
boiler  fuel  within  four  years.  We  solicit 
comments  on  the  desirability  of 
adopting  this  provision,  which  is 
intended  to  reduce  our  reliance  upon 
insecure  supplies  of  petroleum  and 
natural  gas  fuels. 

ERA  would  be  permitted  to  deny 
allocations  of  unleaded  gasoline  for 
gasohol  blending  based  on  the  criteria 
established  in  Subpart  C  of  Part  205  for 
the  evaluation  of  applications  for 
assignments  and  the  additional  criteria 
established  in  proposed  new 
§  211.111(c)(2).  In  addition  to  the 
considerations  specified  in  Subpart  C  of 
Part  205,  ERA  would  have  discretion  to 
deny  an  application  under  the  following 
circumstances:  (1)  Where  the  allocation 
sought  is  likely  to  have  an  adverse 
impact  on  distribution  of  gasoline  or 
gasohol  supplies  in  a  given  area;  (2) 
where  the  applicant  is  unable  to 
demonstrate  that  it  will  be  able  to 
perform  as  described  in  its  application; 
or  (3)  where  the  applicant  has  sufficient 
existing  supplies  of  unleaded  gasoline 
for  blending  which  will  satisfy  the 
projected  demand  for  gasohol  as 
described  in  its  application. 

The  volume  of  unleaded  gasoline 
permitted  to.be  assigned  would  be  up  to 
nine  times  the  volume  of  ethanol 
available  to  an  applicant.  If  the 
alternative  definition  of  gasohol  is 
adopted,  and  in  the  event  that  other 
proportional  blends  of  gasohol 
consisting  of  greater  than  10  percent  of 
ethanol  were  granted  a  waiver  of  the 
provisions  of  section  211(f)  of  the  Clean 
Air  Act,  a  volume  of  unleaded  gasoline 
would  be  allocated  not  to  exceed  the 
amount  which  the  applicant  intended  to 
blend  with  the  volumes  of  ethanol 
available  to  it.  If  other  proportional 
blends  consisting  of  less  than  10  percent 
ethanol  were  granted  a  waiver,  an 
applicant  would  not  be  prohibited  from 
blending  gasohol  with  less  than  10 
percent  ethanol  content;  however  it 
would  not  be  allocated  volumes  of 
unleaded  gasoline  reflecting  a  blend 
comprised  of  less  than  ten  percent 
ethanol  content. 

Another  provision  would  enable  ERA 
to  make  the  effectiveness  of  the 
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assignment  of  an  allocation  (and  thus 
the  assigned  supplier’s  obligation  to 
supply)  conditional  upon  submission  of 
satisfactory  evidence  by  the  applicant  of 
a  sufficient  commitment  of  resources  for 
gasohol  marketing  facilities. 

Any  volumes  of  unleaded  gasoline 
assigned  to  a  purchaser  for  gasohol 
blending  would  be  required  to  be  used 
for  that  purpose  only  and  could  not  be 
resold  as  motor  gasoline. 

In  addition  to  the  above  features,  the 
proposal  contains  another  provision 
which  we  believe  will  provide  flexibility 
to  present  disruptions  of  supply  and 
distribution  patterns  of  unleaded 
gasoline.  Under  the  proposal,  any 
recipient  of  an  allocation  of  unleaded 
gasoline  for  use  in  blending  gasohol 
could  be  required  to  offer  to  sell  to  each 
assigned  supplier  a  volume  of  gasohol 
not  to  exceed  the  volume  of  unleaded 
gasoline  received  that  supplier.  For 
example,  ERA  would  have  the  discretion 
to  specify  that  a  firm  which  supplied 
1,000  gallons  per  month  of  unleaded 
gasoline  to  a  gasohol  blender  would 
have  the  right  to  purchase  up  to  1,000 
gallons  per  month  of  gasohol  from  that 
blender.  The  remaining  volume  of 
gasohol  would  remain  available  to  the 
blender  to  market  to  prospective 
customers  described  in  its  application. 

In  some  instances,  permitting  suppliers 
to  make  these  purchases  of  gasohol 
might  tend  to  avert  dislocations  in 
supply  which  otherwise  could  result 
from  diverting  large  quantities  of 
unleaded  gasoline  to  gasohol  blenders. 

It  is  ERA’s  intention  to  use  this 
discretionary  authority  sparingly.  ERA 
would  require  an  applicant  to  sell  a 
portion  of  the  gasohol  which  it  blends 
back  to  its  assigned  supplier  only  to 
prevent  significant  dislocations  resulting 
from  a  reduction  of  the  supplier’s 
allocable  supply  of  unleaded  gasoline, 
while  also  attempting  to  minimize  any 
adverse  impact  upon  the  applicant’s 
capability  to  market  gasohol  as 
described  in  its  application  for 
assignment. 

3.  Allocation  of  Gasohol 

We  believe  it  is  appropriate  that 
entrants  into  the  gasohol  market  have 
relative  freedom  to  determine  in  what 
manner  and  to  whom  they  will  market 
gasohol.  Under  the  proposal,  refiners 
and  those  wholesale  purchaser-resellers 
which  either  blend  gasohol  using  their 
existing  supply  of  unleaded  gasoline  or 
which  purchase  gasohol  for  resale 
would  be  permitted  to  offer  gasohol  for 
sale  to  any  of  their  base  period 
purchasers,  subject  to  the  following 
limitations:  (1)  Refiners  and  such 
wholesale  purchaser-resellers  would  be 
permitted  to  offer  gasohol  for  sale  only 
among  base  period  purchasers  of 


gasoline:  (2)  the  base  period  purchaser 
would  be  entitled  to  elect  whether  or  not 
it  wanted  to  receive  gasohol  in  place  of 
part  or  all  of  its  entitlement  to  receive 
unleaded  gasoline  (on  a  ten  for  nine 
basis):  and  (3)  no  purchaser  could  be 
required  to  accept  gasohol  in  place  of 
any  portion  of  its  entitlement  to  receive 
unleaded  gasoline.  The  practical  effect 
of  this  latter  provision  would  be  to  make 
it  necessary  for  a  refiner  or  a  wholesale 
purchaser-reseller  to  ascertain  before 
producing  gasohol  which  of  its 
prospective  gasohol  customers  would,  in 
fact,  be  willing  to  accept  gasohol  in 
place  of  unleaded  gasoline,  and  in  what 
volumes.  Without  such  advance 
planning,  a  refiner  or  wholesale 
purchaser-reseller  might  risk  blending 
too  much  of  its  unleaded  gasoline 
supplies  into  gasohol  and  otherwise  be 
unable  to  meet  its  obligations  to  supply 
unleaded  gasoline. 

We  have  not  proposed  to  allocate 
gasohol  as  a  particular  grade  of 
gasoline.  Gasohol  would  be  supplied  in 
accordance  with  the  requirements 
applicable  to  the  allocation  of  the 
unleaded  gasoline  content,  but  in 
volumes  increased  by  approximately 
one  ninth  (i.e.,  an  amount  equal  to  the 
alcohol  content).  As  an  example,  a 
purchaser  entitled  to  purchase  9000 
gallons  of  unleaded  gasoline  from  its 
supplier  would  be  entitled  to  purchase 
10,000  gallons  of  gasohol  in  fulfillment  of 
the  same  supply  obligation.  The 
regulations  which  govern  the  allocation 
of  unleaded  gasoline  would  continue  to 
govern  the  allocation  of  the  unleaded 
gasoline  content  of  gasohol  as  if  the 
unleaded  gasoline  had  not  been  blended 
with  alcohol.  We  believe  that  this 
provision  will  make  it  attractive  to 
purchasers  to  accept  gasohol  in  place  of 
unleaded  gasoline  and  that  it  will 
encourage  the  marketing  of  gasohol. 

Successful  applicants  for  an  allocation 
of  unleaded  gasoline  for  use  as  gasohol 
blend  stock  (including  wholesale 
purchaser-resellers  of  motor  gasoline 
which  receive  an  allocation  of  unleaded 
gasoline  in  addition  to  their  established 
base  period  volumes)  would  be  required 
to  distribute  gasohol  as  described  in 
their  applications  submitted  to  DOE. 

We  believe  these  amendments,  as 
proposed,  will  promote  the  distribution 
of  gasohol  and  give  access  to  new 
market  entrants  without  disrupting 
existing  gasoline  allocation  distribution 
chains. 

B.  Alternative  Allocation 
Amendments 

We  are  proposing  an  alternative 
regulation  which  would  restrict  access 
to  allocations  of  unleaded  gasoline  for 
blending  stock.  Under  the  alternative, 
only  ethanol  producers  would  be  eligible 


to  apply  for  and  receive  assignments  of 
unleaded  gasoline  for  use  in  blending 
gasohol.  The  rationale  for  this  approach 
is  that  an  ethanol  producer  has  no 
means  of  entering  the  gasohol  industry 
without  receiving  an  assignment  of  a 
supplier  and  a  base  period  volume  from 
ERA,  whereas  refiners,  jobbers,  and 
others  already  engaged  in  wholesale 
purchasing  and  reselling  of  motor 
gasoline  may  blend  their  existing 
supplies  of  unleaded  gasoline  into 
gasohol.  Given  the  ten  percent  increase 
in  volume  of  product  which  results  from 
blending,  sufficient  incentive  may  exist 
for  refiners,  wholesale  purchaser- 
resellers  and  retailers  to  enter  into  the 
marketing  of  gasohol  without  access  to 
additional  supplies  of  unleaded 
gasoline. 

Thus,  under  our  primary  proposal  to 
amend  the  allocation  regulations  three 
categories  of  firms  would  have  access  to 
additional  supplies  of  unleaded 
gasoline:  (1)  Ethanol  producers,  (2) 
wholesale  purchaser-resellers  and 
retailers,  and  (3)  any  other  firms.  The 
alternative  allocation  proposal,  on  the 
other  hand,  would  limit  access  to 
ethanol  producers,  including  firms 
engaged  in  the  removal  of  water  to 
upgrade  hydrous  ethanol  into  anhydrous 
ethanol  used  as  gasohol  blend  stock. 

Consistent  with  the  primary  allocation 
proposal,  producers  of  ethanol  which 
use  petroleum  based  fuel  or  natural  gas 
as  a  boiler  fuel  in  the  ethanol  production 
process,  and  which  have  an  alternate 
boiler  fuel  capability  (other  than 
petroleum  or  naturrl  gas)  in  place, 
would  not  be  permitted  to  receive  an 
assignment  of  unleaded  gasoline  to 
blend  gasohol  unless  they  demonstrated 
good  cause  why  they  were  not  currently 
using  their  alternate  boiler  fuel 
capability.  Ethanol  producers  without  a 
current  alternate  boiler  fuel  capability 
would  be  permitted  to  receive  an 
assignment  of  unleaded  gasoline  to 
blend  gasohol  only  upon  certification 
that  they  plan  to  convert  to  a  non- 
petroleum  or  non-natural  gas  based 
boiler  fuel  within  four  years.  As  with  the 
primary  proposal  to  amend  the 
allocation  regulations,  we  solicit 
comments  on  the  desirability  of 
adopting  this  provision. 

The  alternative  allocation  proposal 
would  employ  the  same  gasohol 
allocation  scheme  as  the  primary 
proposal. 

The  principal  difference  between  the 
primary  and  alternative  allocation 
proposals  relates  to  the  types  of  firms 
that  will  be  eligible  to  apply  for  an 
allocation  of  unleaded  gasoline  to  blend 
gasohol.  We  seek  comments  concerning 
which  categories  of  potential  gasohol 
blenders  should  be  eligible  to  receive 
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allocations  of  unleaded  gasoline  for  use 
as  gasohol  blend  stock.  We  also  seek 
comments  as  to  whether  the  final  rule 
should  combine  features  of  both  the 
primary  and  alternative  allocation 
proposals.  For  example,  an  option  would 
be  to  modify  the  alternative  allocation 
proposal  to  allow  independent  gasohol 
jobbers  that  do  not  currently  have 
access  to  a  supply  of  gasoline  to  be 
eligible  to  apply  for  an  allocation  of 
unleaded  gasoline  to  blend  gasohol,  in 
addition  to  ethanol  producers. 

C.  Specific  Comments  Requested 

We  would  like  to  receive  comments 
on  the  following  matters  which  we  are 
considering  in  connection  with  the 
allocation  of  unleaded  gasoline  for  use 
as  a  gasohol  blend  stock  and  the 
allocation  of  gasohol.  Although  we  may 
not  have  proposed  specific  regulatory 
language  concerning  each  of  the  matters 
with  respect  to  which  we  solicit 
comments  in  this  section,  these 
alternatives  and  the  comments  received 
will  be  considered  and  they  may  be 
reflected  in  the  final  rule. 

1.  Would  allocating  unleaded  gasoline 
to  gasohol  blenders  be  likely  to  have  an 
adverse  impact  on  supplies  and 
distribution  of  unleaded  gasoline,  or 
other  grades  of  gasoline,  particularly 
given  the  high  concentration  of  supplies 
of  ethanol  in  the  midwestern  United 
States?  Should  there  be  restrictions  or 
limits  on  the  volume  or  percentage  of  its 
unleaded  gasoline  supply  which  any  one 
supplier  must  supply  to  gasohol 
blenders? 

2.  Should  we  include  some  type  of 
provision  in  the  final  rule  to  prohibit 
suppliers  of  unleaded  gasoline  to 
wholesale  and  retail  outlets  from  taking 
retaliatory  action  related  to  supply  or 
price  against  wholesale  and  retail 
purchasers  which  convert  their  facilities 
to  gasohol? 

3.  What  impediments  to  the  successful 
marketing  of  gasohol  might  arise  from 
existing  state  branding  laws  or  from 
normal  contractual  relationships 
between  suppliers  and  purchasers  of 
unleaded  motor  gasoline?  Specifically, 
we  are  concerned  that  branding  laws  or 
contractual  arrangements  between 
suppliers  and  purchasers  throughout  the 
gasoline  distribution  chain  might 
effectively  prevent  jobbers  or  retail 
gasoline  dealers  from  becoming  gasohol 
blenders  or  marketers.  We  seek 
comments  on  whether,  and  to  what 
extent,  these  factors  might  constitute 
impediments  to  the  marketing  of  gasohol 
and,  further,  what  appropriate 
regulatory  solutions  might  be  available 
to  DOE  under  its  legislative  authority  or 
under  other  legislation. 

4.  Should  ERA  develop  regulations  to 
allocate  gasohol  as  a  separate  product 


and,  if  so,  what  allocation  mechanism 
should  be  adopted? 

5.  Is  it  appropriate  to  permit  refiners 
to  offer  gasohol  for  sale  only  through 
refiner-owned  retail  outlets  or  should 
refiners  be  required  to  market  gasohol 
equally  through  independent  retail 
outlets? 

6.  Is  it  appropriate  to  permit  assigned 
suppliers  to  purchase  volumes  of 
gasohol  back  from  gasohol  blenders  up 
to  the  amount  of  the  unleaded  gasoline 
supplied  in  those  circumstances  where 
ERA  exercises  its  discretionary 
authority  to  include  such  a  provision?  If 
not,  what  other  volume  limitation  would 
be  appropriate?  Is  any  amendment  to 
the  reseller  price  regulations  necessary 
to  specify  the  price  for  gasohol  in  such 
transactions  between  gasohol  blenders 
and  their  assigned  suppliers  of  unleaded 
gasoline? 

7.  Would  it  be  appropriate  to  provide 
additional  incentives  to  resellers  and 
retailers  to  convert  to  the  sale  of 
gasohol?  For  example,  should  a  reseller 
or  retailer  which  ceases  to  offer 
unleaded  gasoline  for  sale  and  converts 
all  of  its  unleaded  gasoline  facilities  to 
the  blending  and  sale  of  gasohol  be 
given  an  increased  allocation  [perhaps 
by  ten  percent)  of  unleaded  gasoline  for 
blending?  Is  such  an  incentive 
appropriate,  in  view  of  the  increased 
volume  of  motor  fuel  which  results,  or  is 
such  an  incentive  inappropriate, 
considering  possible  shortages  of 
unleaded  gasoline  and  the  adverse 
impact  it  might  have  on  other  resellers 
of  unleaded  gasoline  which  do  not  have 
access  to  alcohol  supplies? 

8.  Should  prospective  gasohol 
blenders  be  required  to  have  access  to 
more  than  800  gallons  per  month  of 
ethanol  for  a  period  of  one  year  to  be 
eligible  to  apply  for  an  allocation  of 
unleaded  gasoline?  Should  an  applicant 
be  required  to  describe  investments  in 
gasohol  marketing  facilities?  If  so, 
comments  are  solicited  regarding  what 
minimum  volume  of  ethanol  should 
govern  the  eligibility  of  applicants  for  an 
assignment  of  unleaded  gasoline,  what 
time  period  applicants  should 
demonstrate  ethanol  availability  and  the 
extent  to  which  they  should  be  required 
to  demonstrate  investments  to  market 
gasohol? 

D.  Amendments  to  the  Price 
Regulations 

1.  Current  Regulations 

a.  Refiners 

Under  the  current  refiner  price  rules,  a 
refiner  may  pass  through  increased 
costs  attributable  to  additives  such  as 
ethanol.  The  increased  cost  of  additives 
reflects  the  per  unit  increase  in  the  cost 
of  additives  since  May,  1973,  adjusted  to 
reflect  current  volumes.  Section 


212.83(c)(2)(iii)(E),  the  “N”  factor. 

Pursuant  to  final  rules  adopted 
November  14. 1979  (44  FR  69594, 
December  3, 1979),  effective  December  1, 
1979,  the  increased  costs  of  additives 
attributable  to  the  production  of 
gasoline  may  be  passed  through  in 
prices  charged  for  the  various  types  and 
grades  of  gasoline.  Section 
212,83(c)(2)(iii)(D).  Accordingly,  the 
increased  costs  of  alcohol  (which  is  an 
additive)  used  in  the  production  of 
gasohol  may  be  passed  through  in  prices 
charged  for  gasoline. 

The  current  regulations,  however,  do 
not  permit  refiners  to  treat  gasohol  as  a 
separate  and  distinct  type  or  grade  of 
gasoline.  That  is,  gasohol  has  not  been 
"consistently  and  historically 
differentiated”  as  a  type  or  grade  of 
gasoline  as  required  in 
§  212.83(c)(l)(i)(B).  Consequently,  even 
though  §  212.83(c)(l)(i)(B)  permits 
refiners  to  apportion  amounts  of 
increased  costs  to  a  particular  type  or 
grade  of  gasoline  in  whatever  amounts 
they  deem  appropriate,  because  gasohol 
is  not  defined  as  a  type  or  grade  of 
gasoline,  the  increased  costs  of  ethanol 
may  not  be  allocated  and  passed 
through  only  in  prices  charged  for 
gasohol.  In  other  words,  a  refiner  cannot 
recover  the  entire  cost  of  the  ethanol 
component  of  gasohol  in  sales  of 
gasohol  alone,  but  must  instead 
apportion  the  cost  of  the  ethanol  to  at 
least  one  of  its  consistent  and  historical 
grades  or  types  of  gasoline. 

Furthermore,  the  current  refiner 
pricing  rules  were  adopted  prior  to  the 
introduction  of  gasohol  as  a  major 
covered  product.  Thus,  because  the 
price  charged  for  gasohol  is  based  on 
the  base  price  of  one  of  the  refiner’s 
consistent  and  historical  grades  of 
gasoline,  the  incremental  costs  incurred 
in  producing,  blending  and  marketing 
gasohol  may  not  be  recovered  solely  in 
the  price  charged  for  gasohol.  As  a 
result,  most  refiners  are  required  to  sell 
gasohol  at  the  selling  price  charged  for 
unleaded  gasoline  even  though  gasohol 
is  a  higher  quality  product  and  more 
expensive  to  manufacture.  Accordingly, 
changes  in  the  price  rules  are  necessary 
to  reflect  DOE’s  intention  to  encourage 
the  production  of  gasohol. 

b.  Resellers  and  Reseller-Retailers 

Final  rules  amending  the  price 
regulations  applicable  to  sales  of 
gasoline  by  resellers  and  reseller- 
retailers  have  been  adopted  by  ERA, 
effective  May  1, 1980.  45  FR  29546,  May 
2, 1980.  Under  the  amendments,  resellers 
and  reseller-retailers  are  required  to 
compute  maximum  lawful  selling  prices 
for  gasoline  using  the  acquisition  cost  of 
gasoline  plus  a  fixed  cents  per  gallon 
markup,  or  they  may  elect  to  continue 
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computing  prices  under  the  reseller  and 
reseller-retailer  price  rules  in  effect  prior 
to  May  1, 1980,  if  they  notify  ERA  of  that 
election  before  July  1, 1980. 

(i)  Price  Regulations  In  Effect  Prior  to 
May  1,  1980  Which  May  Be  Elected  By 
Resellers  and  Reseller-Retailers 

Under  the  old  regulations  applicable 
to  sales  by  sellers  other  than  retailers,  if 
an  election  is  made  by  the  particular 
reseller  or  reseller-retailer  to  continue 
pricing  under  those  rules,  the  maximum 
lawful  selling  price  for  gasohol  is 
calculated  on  the  basis  of  a  May  15, 1973 
weighted  average  selling  price,  plus 
increased  product  costs,  plus  allowable 
non-product  cost  increases.  Pursuant  to 
§  212.93(a)(1),  the  May  15, 1973  weighted 
average  selling  price  for  gasohol  is 
imputed  to  be  the  lawful  price  charged 
by  the  seller  for  the  predominant 
covered  product  in  the  blend,  which  is 
the  unleaded  gasoline  component  of 
gasohol.  If  unleaded  gasoline  was  not 
sold  by  a  seller  on  or  before  May  15, 
1973,  the  base  date  weighted  average 
selling  price  is  imputed  to  be  the  lawful 
weighted  average  selling  price  of  leaded 
gasoline  with  the  same  or  nearest 
octane  rating,  pursuant  to 
§  212.112(b)(2). 

The  regulations  permit  the  cost  of  the 
ethanol  component  of  gasohol  to  be 
passed  through  as  an  increased  product 
cost.  Pursuant  to  the  definition  of 
“increased  product  costs”  set  forth  in 
§  212.92,  as  it  was  revised  in  June  1978, 
increased  product  costs  for  gasohol  are 
calculated  by  taking  the  difference 
between  the  weighted  average  unit  cost 
of  the  gasohol  blend  in  inventory  and 
the  weighted  average  unit  cost  of  the 
predominant  covered  product  in  the 
blend  [i.e.,  unleaded  gasoline)  in 
inventory  on  May  15, 1973.  See 
subsection  (b)  of  the  definition  of 
"increased  product  costs”  in  §  212.92.  If 
unleaded  gasoline  was  not  sold  by  the 
seller  on  or  before  May  15, 1973,  the 
weighted  average  unit  cost  of  unleaded 
gasoline  is  imputed  to  be  the  weighted 
average  unit  cost  of  leaded  gasoline  of 
the  same  nearest  octane  number  in 
inventory  on  May  15, 1973.  See 
§  212.112(b)(3). 

Those  regulations  also  permit  the 
maximum  lawful  selling  price  for 
gasohol  charged  by  resellers  and 
reseller-retailers  to  be  increased  to 
reflect  non-product  cost  increases.  The 
amount  of  non-product  cost  increases 
permitted  pursuant  to  §  212.93(b) 
depends  upon  the  size  of  the  seller  and 
the  type  of  sale,  i.e.,  whether  the 
transaction  is  a  “resale"  (a  sale  other 
than  retail  sale)  or  a  retail  sale  by  the 
particular  seller.  The  provisions  of  the 
second  clause  of  §  212.93(b)(l)(i), 

§  212.C3(b)(l)(iii),  and  §  212.93(b)(l)(iv) 


specify  the  amount  of  permissible  non¬ 
product  cost  increases  with  respect  to 
“resales.”  The  provisions  of  the  first 
clause  of  §  212.93(b)(l)(i)  and 
§  212.93(b)(l)(ii)  specify  the  permissible 
non-product  cost  increases  applicable  to 
retail  sales  by  sellers  other  than 
retailers. 

Ethanol  producers  which  blend 
gasohol  and  have  no  history  of  gasoline 
marketing  on  the  base  date  are  required 
to  establish  prices  for  resales  of  the 
gasohol  pursuant  to  the  rule  applicable 
to  resellers  of  “new  items",  set  forth  in 
§  212.111(b)(3). 

(ii)  New  Price  Regulations  Effective 
May  1,  1980  Applicable  to  Resellers  and 
Reseller-Retailers 

The  new  price  rules  applicable  to 
sales  of  gasoline  by  resellers  and 
reseller-retailers  effective  May  1, 1980 
establish  maximum  fixed  cents  per 
gallon  markups  depending  on  the  type  of 
sale.  Accordingly,  the  maximum  lawful 
selling  price  with  respect  to  resales  of 
gasohol  by  resellers  or  reseller-retailers 
which  blend  gasohol  is  the  acquisition 
cost  of  the  gasoline  blended  into 
gasohol,  plus  7.7  cents  per  gallon,  plus 
tax  costs.  The  maximum  lawful  selling 
price  applicable  to  retail  sales  of 
gasohol  by  reseller-retailers  which  blend 
gasohol  is  the  most  recent  dealer  tank 
wagon  price  charged  to  the  nearest 
independent  retailer,  plus  16.1  cents  per 
gallon,  plus  tax  costs.  If  a  reseller- 
retailer  which  blends  gasohol  did  not 
make  any  dealer  tank  wagon  sales  to  an 
independent  retailer  in  the  most  recent 
30-day  period,  the  maximum  lawful 
selling  price  applicable  to  retail  sales  of 
gasohol  is  the  reseller-retailer’s 
acquisition  cost,  plus  23.8  cents  per 
gallon,  plus  tax  costs. 

The  present  definition  of  “acquisition 
cost”  set  forth  in  §  212.92,  however,  does 
not  permit  the  cost  of  the  ethanol 
acquired  by  resellers  and  reseller- 
retailers  which  blend  gasohol  to  be 
included  in  their  cost  basis.  Rather,  the 
cost  of  the  ethanol  component  of  the 
gasohol  blend  will  be  borne  by  resellers 
and  reseller-retailers  as  an  offset 
against  the  allowable  fixed  cents  per 
gallon  markup.  As  a  result,  in  some 
instances  resellers  and  reseller-retailers 
which  blend  gasohol  may  not  recoup  all 
of  the  costs  of  the  ethanol  component  in 
the  selling  price  of  gasohol. 

C.  Retailers 

With  the  adoption  of  the  new  retailer 
price  rules  in  July,  1979  (44  FR  45352, 
August  1, 1979),  the  current  maximum 
lawful  selling  price  for  retailers  which 
blend  gasohol  is  the  acquisition  cost  of 
the  gasoline  blended  into  the  gasohol 
plus  a  fixed  16.1  cents  per  gallon 
markup,  plus  tax  costs.  See 
§  212.93(a)(2).  However,  the  present 


definition  of  “acquisition  cost"  set  forth 
in  §  212.92  does  not  permit  the  cost  of 
the  ethanol  acquired  by  a  retailer  which 
blends  gasohol  to  be  included  in  its  cost 
basis.  Rather,  the  cost  of  the  ethanol 
component  of  the  gasohol  blend  must  be 
borne  by  the  retailer  as  an  offset  against 
the  allowable  fixed  cents  per  gallon 
markup.  Accordingly,  in  some  instances 
retailers  which  blend  gasohol  may  not 
recoup  all  of  the  costs  of  the  ethanol 
component  in  the  selling  price  of 
gasohol. 

2.  Proposed  Amendments 

a.  Refiners 

DOE  proposes  to  amend  its  refiner 
price  rules  to  permit  refiners  the 
flexibility  to  recoup  all  the  increased 
product  costs  associated  with  producing 
gasohol,  including  the  cost  of  ethanol,  in 
the  selling  price  of  gasohol.  Specifically, 
DOE  proposes  to  designate  gasohol  as  a 
separte  and  distinct  category  of  gasoline 
for  purposes  of  the  refiner  pricing 
formulae.  Accordingly,  a  refiner,  at  its 
discretion,  would  be  permitted  to 
allocate  a  part  or  all  of  the  increased 
costs  associated  with  gasohol,  which 
must  be  apportioned  among  the 
particular  categories  of  gasoline  under 
the  current  rules,  to  gasohol. 

b.  Resellers  and  Reseller-Retailers 

With  respect  to  resellers  and  reseller- 

retailers  which  elect  to  continue  pricing 
under  the  reseller  price  rules  in  effect 
prior  to  May  1, 1980,  DOE  believes  that 
the  regulations  are  adequate  insofar  as 
they  permit  the  cost  of  the  ethanol 
component  of  the  gasohol  blend  to  be 
passed  through  as  an  increased  product 
cost.  However,  those  regulations  limit 
the  amount  of  non-product  cost 
increases  which  may  be  passed  through. 
The  non-product  cost  limitations  in 
effect  may  not  be  adequate  to  take  into 
account  increased  costs  associated  with 
the  blending  and  marketing  of  gasohol 
by  resellers  and  reseller-retailers. 
Accordingly,  in  order  to  provide  an 
additional  incentive  for  resellers  and 
reseller-retailers  to  blend  gasohol,  DOE 
proposes  to  permit  an  additional 
nonproduct  cost  allowance  of  1.6  cents 
per  gallon  applicable  to  retail  sales  of 
gasohol,  and  .8  cents  per  gallon 
applicable  to  all  other  sales  of  gasohol 
by  sellers  other  than  independent 
retailers  which  blend  gasohol. 

With  respect  to  resellers  and  reseller- 
retailers  which  price  gasoline  under  the 
new  price  rules  effective  May  1, 1980, 
DOE  proposes  to  amend  the  definition  of 
"acquisition  cost"  set  forth  in  §  212.92  to 
permit  resellers  and  reseller-retailers 
which  blend  gasohol  to  include  the  cost 
of  the  ethanol  component  in  the  blend. 
The  maximum  lawful  price  permitted  to 
be  charged  for  gasohol  by  resellers  and 
reseller-retailers  which  blend  gasohol 
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would  be  the  acquisition  cost  of  the 
unleaded  gasoline  and  ethanol 
components  blended  into  the  gasohol, 
plus  a  fixed  cents  per  gallon  markup, 
plus  applicable  tax  costs.  The  amount  of 
the  fixed  cents  per  gallon  markup  would 
be  adjusted  every  six  months  to  take 
into  account  inflation,  just  as  with  the 
current  gasoline  retailer  price  rule  and 
the  new  reseller  and  reseller-retailer 
price  rules  effective  May  1, 1980. 

The  acquisition  cost  of  the  gasohol 
would  depend  on  the  cost  of  and  the 
ratio  of  the  unleaded  gasoline  and 
ethanol  components  blended  into  the 
gasohol.  For  example,  if  the  gasohol  is 
90  percent  unleaded  gasoline  and  10 
percent  ethanol,  the  acquisition  cost  for 
a  gallon  of  the  gasohol  would  be  90 
percent  of  the  acquisition  cost  of  a 
gallon  of  the  unleaded  gasoline  and  10 
percent  of  the  purchase  price  of  a  gallon 
of  the  ethanol.  The  acquistion  cost  for 
the  unleaded  gasoline  component  of  the 
gasohol  blend  would  be  calculated  by 
resellers  and  reseller-retailers  according 
to  the  same  rules  applicable  to  resellers 
and  reseller-retailers  for  other  products. 
The  purchase  price  for  the  ethanol 
component  of  the  gasohol  blend  would 
be  the  actual  purchase  price  paid  for' the 
most  recent  purchase  of  ethanol.  DOE  is 
considering  an  alterative  approach 
which  would  require  the  purchase  price 
of  the  ethanol  component  to  be 
calculated  on  the  basis  of  the  weighted 
average  cost  of  ethanol  in  inventory  of 
the  reseller  or  reseller-retailer  that 
blends  gasohol.  We  request  comments 
on  the  advisability  of  adopting  either  of 
these  alternative  approaches  for 
calculating  the  purchase  price  of  ethanol 
blended  into  gasohol. 

Resellers  that  blend  gasohol  wdiich 
are  ethanol  producers  may  not  be  able 
to  calculate  the  cost  of  the  ethanol 
component  of  the  gasohol  blend  in  this 
manner,  because  they  do  not  purchase 
ethanol.  We  are  proposing  several 
options  by  which  ethanol  producers 
which  blend  gasohol  would  impute  a 
cost  for  the  ethanol  component.  The  first 
option  would  allow  ethanol  producers 
that  sell  a  portion  of  their  ethanol  output 
to  other  purchasers  to  impute  an  ethanol 
cost  based  on  the  sales  price  for  ethanol. 
The  second  option  would  be  for  DOE  to 
establish  a  cost  for  the  ethanol 
component  based  on  its  relationship  to 
the  cost  of  unleaded  gasoline.  Under  this 
option,  DOE  would  determine  the  ratio 
of  the  average  cost  of  a  gallon  of  ethanol 
to  the  average  cost  per  gallon  of 
unleaded  gasoline  to  resellers  based  on 
data  submitted  in  this  rulemaking.  The 
fixed  ratio  would  be  reflected  in  the 
language  of  the  regulations,  subject  to 
periodic  adjustment  by  DOE,  and  would 


be  used  to  calculate  the  cost  of  the 
ethanol  component  based  on  the  most 
recent  purchase  price  of  the  unleaded 
gasoline  component.  The  third  option 
would  require  ethanol  producers  to 
impute  a  purchase  price  for  ethanol 
based  on  prices  charged  for  comparable 
sales  of  ethanol  within  the  same  market 
area. 

We  solicit  comments  concerning  the 
desirability  of  adopting  one,  or  a 
combination,  of  the  options  discussed 
above  for  ethanol  producers  to  impute  a 
cost  of  the  ethanol  component  of  a 
gasohol  blend.  In  particular,  we  solicit 
comments  in  order  to  determine  whether 
there  are  any  ethanol  producers  which 
contemplate  blending  gaschol  and  that 
do  not  make  any  other  purchases  or 
sales,  of  ethanol  which  will  provide  a 
basis  for  imputing  an  ethanol  cost.  We 
request  ethanol  producers  to  provide  us 
with  price  data  for  ethanol  sales  from 
January  1, 1980  to  the  present  to  enable 
us  to  evaluate  this  option. 

We  also  solicit  comments  concerning 
any  accounting  difficulties  which  may 
be  encountered  by  resellers  and  reseller- 
retailers  with  respect  to:  (1)  Maintaining 
records  of  the  costs  of  the  unleaded 
gasoline  and  ethanol  components  of  the 
gasohol  blend;  and  (2)  maintaining 
records  of  the  cost  of  the  unleaded 
gasoline  blended  into  gasohol  separate 
from  records  of  the  cost  of  unleaded 
gasoline  purchased  for  resale,  as 
required  by  the  proposed  regulations. 

DOE  proposes  to  permit  resellers  and 
reseller-retailers  that  blend  gasohol  a 
ten  percent  upward  adjustment  to  the 
fixed  cents  per  gallon  markups 
applicable  to  sales  of  gasoline 
established  by  the  new  price  rules 
effective  may  1, 1980.  DOE  believes  a 
ten  percent  upward  adjustment  to 
allowable  reseller  and  reseller-retailer 
markups  is  justified  to  provide  an 
incentive  to  blend  gasohol  and  to  reflect 
increased  costs  associated  with  the 
blending  and  marketing  of  gasohol. 

Thus,  resellers  and  reseller-retailers  that 
blend  and  resell  gasohol  would  be 
permitted  a  fixed  8.5  cents  per  gallon 
markup  in  resales  of  gasohol.  The 
maximum  lawful  selling  price  for 
blenders  in  resales  of  gasohol  would  be 
calculated  as  follows: 

Resales  of  gasohol  by  resellers  and 
reseller-retailers  that  blend:  Acquisition  cost 
+  8.5  cents  +  tax  costs. 

Reseller-retailers  that  blend  gasohol 
would  be  permitted  a  fixed  17.7  cents 
per  gallon  markup  over  the  most  recent 
dealer  tankwagon  price  it  charged  to  the 
nearest  independent  retailer  in  retail 
sales  of  gasohol.  Reseller-retailers  that 
blend  gasohol  but  did  not  make  any 
dealer  tank  wagon  sales  of  gasohol  to  an 


independent  retailer  in  the  most  recent 
30-day  period  would  be  permitted  a 
fixed  26.2  cents  per  gallon  markup  over 
the  acquisition  cost.  The  maximum 
lawful  selling  price  at  retail  for  reseller- 
retailers  that  blend  gasohol  would  be 
calculated  as  follows: 

Retail  sales  of  gasohol  by  reseller-retailers 
that  blend  gasohol:  Most  recent  DTW  price  to 
nearest  independent  retailer  +  17.7  cents  •+ 
tax  cbsts  or  acquisition  cost  +  26.2  cents  -f 
tax  costs. 

DOE  requests  comments  on  the 
appropriateness  of  the  fixed  8.5  cents 
per  gallon  markup  applicable  to  resales 
by  blenders  of  gasohol,  and  the  fixed 
17.7  and  26.2  cents  per  gallon  markups 
applicable  to  retail  sales  of  gasohol  by 
reseller-retailers  that  blend  gasohol.  In 
particular,  DOE  requests  data  and 
information  which  will  justify  DOE’s 
permitting  resellers  and  reseller-retailers 
that  blend  gasohol  a  higher  fixed  cents 
per  gallon  markup  than  is  permitted  in 
sales  of  gasoline.  If  comments  and  data 
do  not  reflect  that  a  higher  fixed  cents 
per  gallon  markup  is  justified  by  costs 
associated  with  the  blending  of  gasohol, 
then  DOE  proposes  to  make  the  fixed 
cents  per  gallon  markups  for  gasoline 
applicable  to  sales  of  gasohol  by 
resellers  and  reseller-retailers  that 
blend. 

DOE  also  requests  comments  on  the 
appropriateness  of  the  proposed 
additional  non-product  cost  allowances 
with  respect  to  sales  of  gasohol  by 
resellers  or  reseller-retailers  that  elect  to 
continue  pricing  under  the  regulations  in 
effect  prior  to  May  1, 1980.  In  particular, 
DOE  requests  data  and  information 
which  will  justify  our  proposal  to  permit 
resellers  and  reseller-retailers  that  blend 
gasohol  additional  non-product  cost 
allowances  with  respect  to  sales  of 
gasohol  than  is  permitted  with  respect  to 
gasoline  sales.  If  the  comments  and  data 
do  not  support  the  need  for  additional 
non-product  cost  allowances  to  reflect 
increased  costs  associated  with  the 
blending  and  marketing  of  gasohol  by 
resellers  or  reseller-retailers,  DOE 
proposes  not  to  permit  any  additional 
non-product  cost  allowances  applicable 
to  sales  of  gasohol. 

c.  Retailers. 

The  amendment  of  the  definition  of 
“acquisition  cost”  set  forth  in  §  212.92 
proposed  by  DOE  would  also  permit 
retailers  which  blend  gasohol  to  include 
the  cost  of  the  ethanol  component  in  the 
blend.  The  maximum  lawful  price 
permitted  to  be  charged  for  gasohol  by 
retailers  which  blend  gasohol  would  be 
the  acquisition  cost  of  the  unleaded 
gasoline  and  ethanol  components 
blended  into  the  gasohol,  plus  a  fixed 
cents  per  gallon  markup,  plus  applicable 
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tax  costs.  The  amount  of  the  fixed  cents 
per  gallon  markup  would  be  adjusted 
every  six  months  to  take  into  account 
inflation,  just  as  with  the  current 
gasoline  retailer  price  rule. 

Similar  to  the  reseller  price  rule,  a 
retailer’s  acquisition  cost  of  gasohol 
would  depend  on  the  cost  of  and  the 
ratio  of  the  unleaded  gasoline  and 
ethanol  blended  into  the  gasohol.  For 
example,  if  the  gasohol  is  90  percent 
unleaded  gasoline  and  10  percent 
ethanol  the  acquisition  cost  for  a  gallon 
of  the  gasohol  would  be  90  percent  of 
the  acquisition  cost  of  a  gallon  of  the 
unleaded  gasoline  and  10  percent  of  the 
purchase  price  of  a  gallon  of  the  ethanol. 
The  acquisition  cost  for  the  unleaded 
gasoline  component  of  the  gasohol  blend 
would  be  calculated  for  retailers 
according  to  the  same  rules  applicable 
to  retailers  for  other  products.  The 
purchase  price  for  the  ethanol 
component  of  the  gasohol  blend  would 
be  the  actual  purchase  price  paid  for  the 
most  recent  purchase  of  ethanol. 

DOE  proposes  to  permit  retailers  that 
blend  gasohol  a  ten  percent  upward 
adjustment  to  the  fixed  cents  per  gallon 
markup  applicable  to  retail  sales  of 
gasoline.  DOE  proposes  that  retailers 
that  blend  gasohol  be  permitted  a  fixed 
17.7  cents  per  gallon  markup.  DOE 
believes  the  ten  percent  upward 
adjustment  to  the  allowable  retailer 
margin  is  justified  to  provide  an 
incentive  to  blend  gasohol  and  to  reflect 
increased  costs  associated  with  the 
blending  and  marketing  of  gasohol  by 
retailers.  Accordingly,  the  maximum 
lawful  selling  price  for  retailers  that 
blend  gasohol  would  be  calculated  as 
follows: 

Retail  sales  of  gasohol:  Acquisition  cost  + 
17.7  cents  +  tax  costs. 

DOE  requests  comments  on  the 
appropriateness  of  the  fixed  17.7  cents 
per  gallon  markup  applicable  to  retail 
sales  of  gasohol  by  retailer-blenders.  In 
particular,  DOE  requests  data  and 
information  which  will  justify  DOE’s 
permitting  retailers  that  blend  gasohol  a 
higher  fixed  cents  per  gallon  markup 
than  is  permitted  in  sales  of  gasoline.  If 
comments  and  data  do  not  reflect  that  a 
higher  fixed  cents  per  gallon  markup  is 
justified  by  costs  associated  with  the 
blending  of  gasohol,  then  DOE  proposes 
to  make  the  fixed  cents  per  gallon 
markup  for  gasoline  applicable  to  sales 
of  gasohol  by  retailer-blenders. 

IV.  Second  Alternative  Proposal — 
Deregulation 

Alternatively,  DOE  proposes  to 
exempt  gasohol  and  the  unleaded 
gasoline  component  of  gasohol  from  the 
provisions  of  the  Mandatory  Petroleum 


Allocation  and  Price  Regulations.  We 
are  considering  this  alternative  because 
we  believe  it  would  provide  strong 
incentives  for  the  production  of  gasohol, 
would  eliminate  the  regulatory  burden 
of  applying  for  an  allocation  of  unleaded 
gasoline  by  gasohol  marketers  between 
now  and  decontrol  in  October  1981,  and 
would  eliminate  the  need  for  DOE  to 
allocate  unleaded  gasoline  for  use  as 
blend  stock. 

Under  the  deregulation  proposal,  the 
alternative  definitions  of  gasohol  would 
be  the  same  as  proposed  in  our 
regulatory  proposal,  either  (1)  a  blend  of 
90  percent  unleaded  gasoline  and  10 
percent  anhydrous  ethanol  derived  from 
biomass,  or  (2)  a  90  percent/10  percent 
blend  of  unleaded  gasoline  and 
anhydrous  ethanol  and  any  other  blends 
of  gasoline  and  ethanol  subsequently 
approved  under  the  Clean  Air  Act, 
provided  the  ethanol  is  derived  from 
non-petroleum  or  non-natural  gas 
sources.  Gasohol  would  not  be  subject 
to  allocation  regulations,  nor  would  the 
price  of  gasohol  be  regulated. 

In  addition,  the  proposal  would 
exempt  the  sale  of  unleaded  gasoline 
used  to  blend  gasohol  from  the 
Mandatory  Petroleum  Allocation  and 
Price  Regulations.  Any  person  would  be 
permitted  to  sell  unleaded  gasoline  at 
unregulated  prices  and  without  regard  to 
the  allocation  regulations,  §  211.108  of 
the  regulations,  pertaining  to  the 
allocation  of  unleaded  gasoline 
notwithstanding,  provided  the  unleaded 
gasoline  was  used  by  the  purchaser  in 
the  blending  of  gasohol.  This  exemption 
for  unleaded  gasoline  would  apply  only 
to  the  sales  transaction  between  the 
firm  which  uses  the  unleaded  gasoline  to 
blend  gasohol  and  its  immediate 
supplier,  thus  eliminating  the  necessity 
of  “tracing”  gallons  of  unleaded  gasoline 
from  first  sale  to  point  of  blending.  We 
wish  to  emphasize  that  the  exemption 
for  unleaded  gasoline  is  available  only 
to  the  single  transaction  where  unleaded 
gasoline  is  sold  to  the  blender  which 
produces  gasohol. 

If  unleaded  gasoline  sold  by  the 
immediate  supplier  to  a  gasohol  blender 
pursuant  to  the  proposed  exemption  is 
not  used  as  gasohol  blend  stock  for  any 
reason,  except  impossibility  due  to 
circumstances  beyond  the  blender’s 
control,  that  constitutes  a  violation  of 
the  regulations.  Under  no  circumstances 
would  the  volume  of  unleaded  gasoline 
acquired  by  a  blender  unable  to  blend 
gasohol  be  permitted  to  be  sold  at  a 
markup  over  the  blender’s  acquisition 
cost.  Firms  that  acquired  unleaded 
gasoline  for  blending  but  did  not 
produce  gasohol  would  be  subject  to 
appropriate  enforcement  action, 


including  refunds  of  any  unlawful 
markup  on  the  resale  of  the  volumes  of 
unleaded  gasoline  acquired  for  blending 
into  gasohol  and  possible  civil  and 
criminal  penalties. 

In  such  a  case,  we  also  proposed  that 
a  firm  receiving  exempt  volumes  of 
unleaded  gasoline  acquired  for  blending 
into  gasohol  but  not  blended  would  be 
required  to  return  that  volume  of 
gasoline  to  its  supplier.  The  supplier  in 
turn  would  be  required  to  allocate  that 
volume  of  unleaded  gasoline  in 
accordance  with  the  regulations  to  firms 
that  would  have  been  entitled  to  receive 
it  if  the  exempt  sale  had  not  occurred.  If 
there  was  an  existing  supplier/ 
purchaser  relationship  between  the 
firms,  the  seller  of  exempt  unleaded 
gasoline  could  specify  that  the 
purchaser  retain  those  volumes  of 
unleaded  gasoline  acquired  in  excess  of 
volumes  it  otherwise  would  have  been 
able  to  purchase  under  the  allocation 
regulations  as  an  offset  against  a  current 
obligation  to  supply  unleaded  gasoline. 

This  deregulation  proposal  imposes  an 
obligation  to  return  volumes  of  unleaded 
gasoline  acquired  for  blending  into 
gasohol,  but  not  actually  blended,  and  to 
allocate  those  volumes  pursuant  to  the 
regulations  as  if  the  exempt  sale  had  not 
occurred.  In  order  to  provide  a  basis  for 
enforcing  this  obligation,  purchasers  of 
unleaded  gasoline  for  blending  into 
gasohol  will  be  required  to  certify  to 
their  suppliers  that  the  exempt  volumes 
of  unleaded  gasoline  will  be  used  only 
as  gasohol  blend  stock. 

We  solicit  comments  on  the 
effectiveness  of  this  provision  to  deter 
exempt  sales  of  unleaded  gasoline  for 
use  as  gasohol  blend  stock  but  which 
then  are  not  actually  blended  into 
gasohol,  or  proposals  for  alternative 
sanctions.  ^ 

We  would  expect  that  the 
deregulation  of  unleaded  gasoline  for 
use  as  gasohol  blend  stock  and  of 
gasohol  itself  will  provide  sufficient 
incentive  for  refiners,  resellers,  retailers 
and  other  firms  to  engage  in  gasohol 
production.  The  actual  volume  of 
unleaded  gasoline  subject  to 
deregulation  under  this  proposal  will  be 
constrained  by  the  limited  availability  of 
ethanol  for  blending.  These  impacts  are 
discussed  in  greater  detail  in  the 
regulatory  analysis  prepared  by  ERA 
which  accompanies  this  proposal. 

Our  allocation  proposals  require 
suppliers  to  meet  their  obligation  to 
supply  a  purchaser’s  allocation 
entitlement  to  unleaded  gasoline  if  the 
purchaser  elects  not  to  receive  gasohol 
in  place  of  its  entitlement  to  receive 
unleaded  gasoline.  However,  the 
deregulation  proposal  does  not 
incorporate  a  comparable  safeguard  for 
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purchasers  that  are  unwilling  to  accept 
gasohol  in  place  of  their  entitlement  to 
unleaded  gasoline.  As  a  practical 
matter,  to  the  extent  that  a  supplier’s 
allocable  supply  of  unleaded  gasoline  is 
reduced  as  a  result  of  diversion  to 
gasohol  blending,  there  would  be  less 
unleaded  gasoline  available  to  be 
supplied  to  purchasers  electing  not  to 
receive  gasohol.  In  such  a  situation,  a 
supplier’s  allocation  fraction  for 
unleaded  gasoline  would  be  decreased 
by  an  amount  corresponding  to  the 
volumes  of  unleaded  gasoline  diverted 
for  gasohol  blending.  We  solicit 
comments  on  the  likelihood  that  this 
problem  might  develop,  the  potential 
adverse  impacts  upon  a  supplier's 
remaining  purchasers  of  unleaded 
gasoline,  and  what  steps  might  be  taken 
to  reduce  the  potential  for  such 
dislocation. 

We  invite  comments  on  the  effect  that 
the  decontrol  of  prices  charged  for 
gasohol  will  have  on  the  selling  price  of 
gasohol  at  each  level  of  distribution  and 
its  impact  on  competition  within  the 
industry.  We  also  solicit  comments  on 
whether  this  proposal  will  result  in  an 
increase  in  the  amount  of  gasohol 
produced  at  each  level  of  production, 
compared  with  the  regulatory 
alternative.  Finally,  we  solicit  comments 
on  the  impact  that  this  limited 
deregulation  of  unleaded  gasoline  might 
have  on  prices,  supplies  and  distribution 
of  all  grades  of  gasoline,  as  well  as  on 
the  regulatory  burdens  on  the  industry  is 
gasohol  were  to  remain  under  the  price 
and  allocation  regulations. 

V.  Procedural  Requirements 

A.  Section  404  of  the  DOE  Act 

Pursuant  to  the  requirements  of 

Section  404(a)  of  the  Department  of 
Energy  Organization  Act  (the  DOE  Act), 
we  have  referred  this  proposed  rule  this 
date  to  the  Federal  Energy  Regulatory 
Commission  for  a  determination 
whether  the  proposed  rule  would 
significantly  affect  any  matter  within  the 
Commission’s  jurisdiction.  The 
Commission  will  have  until  the  close  of 
the  public  comment  period  to  make  this 
determination. 

B.  Section  7  of  the  FEA  Act 

Pursuant  to  section  7(a)  of  the  Federal 

Energy  Administration  Act  of  1974  (15 
U.S.C.  787  et  seq.,  Pub.  L.  No.  93-275,  as 
amended),  the  requirements  of  which 
remain  in  effect  under  section  501(a)  of 
the  DOE  Act,  the  delegate  of  the 
Secretary  of  Energy  shall,  before 
promulgating  proposed  rules, 
regulations,  or  policies  affecting  the 
quality  of  the  environment,  provide  a 
period  of  not  less  than  five  working  days 
during  which  the  Administrator  of  the 
Environmental  Protection  Agency  (EPA) 


may  provide  written  comments 
concerning  the  impact  of  such  rules, 
regulations,  or  policies  on  the  quality  of 
the  environment.  Such  comments  shall 
be  published  together  with  publication 
of  notice  of  the  proposed  action. 

A  copy  of  this  notice  was  sent  to  the 
EPA  Administrator.  In  a  letter  dated 
April  22, 1980,  the  Director  of  the  Office 
of  Environmental  Review  submitted  the 
following  comments  on  behalf  of  the 
EPA  Administrator: 

“As  stated,  it  is  correct  that  a  waiver  for 
gasohol  (90  percent  unleaded  gasoline  and  10 
percent  anhydrous  ethanol)  has  gone  into 
effect  pursuant  to  Section  211(f)(4)  of  the 
Clean  Air  Act.  However,  we  should  note  that 
EPA  continues  to  retain  authority  to  regulate 
gasohol  in  the  future  under  Section  211(c)  of 
the  Clean  Air  Act,  should  it  be  determined 
that  emissions  from  gasohol  usage  would 
endanger  public  health  or  welfare  or 
significantly  impair  the  performance  of 
emission  control  devices. 

It  should  be  noted  in  the  discussion  on 
page  9  in  the  section  entitled  Definition  of 
Gasohol  that  EPA  has  granted  waivers  for 
alcohol  blends  in  addition  to  the  blend  of  ten 
percent  anhydrous  ethanol  and  ninety 
percent  unleaded  gasoline.  Specifically, 
waivers  are  also  in  effect  for  a  blend  of  0-7 
percent  tertiary  butyl  alcohol  (TBA)  in 
unleaded  gasoline  (ArconoJ),  and  for  a  blend 
consisting  of  2.75  percent  methanol  and  2.75 
percent  TBA  in  unleaded  gasoline.  We 
recommend  that  the  Department  of  Energy 
solicit  comments  on  whether  to  include  under 
this  rulemaking  these  other  alcohol  blends 
which  have  been  granted  waivers. 

Finally,  we  are  concerned  that  the 
proposed  amendments  to  allocate  unleaded 
gasoline  to  gasohol  blenders  could  create 
local  spot  shortages  of  unleaded  gasoline.  We 
appreciate  that  you  have  identified  this 
potential  problem  as  a  possible  issue  and 
have  invited  comments  on  it." 

The  EPA  also  reserved  the  right  to 
submit  further  comments  in  accordance 
with  its  responsibilities  under  Section 
309  of  the  Clean  Air  Act  after  the 
proposed  rule  was  issued  for  public 
comment. 

DOE  has  undertaken  to  prepare  an 
Environmental  Protection  Assessment  of 
the  possible  impacts  of  these  proposed 
amendments  pertaining  to  gasohol.  Once 
the  Environmental  Assessment  has  been 
completed,  DOE  will  publish  a  notice  of 
its  availability  for  review  by  the  public 
as  well  as  the  agency’s  determination  on 
the  basis  of  the  Assessment  with  respect 
to  whether  the  proposals  will  have  a 
significant  impact  on  the  environment. 
The  basis  for  whatever  determination  is 
reached  by  DOE  will  also  be  made 
publicly  available. 

C.  Executive  Order  12044  - 

In  accordance  with  Executive  Order 
No.  12044,  “Improving  Government 
Regulations”  (43  FR  12661,  March  24, 
1978)  and  DOE’s  implementing  Order 


2030.1,  “Procedures  for  the  Development 
and  Analysis  of  Regulations,  Standards, 
and  Guidelines”  (44  FR  1032,  January  3, 
1979),  a  draft  regulatory  analysis  has 
been  prepared  which  examines  the 
impacts  of  the  proposals  set  forth  above. 
The  entire  draft  regulatory  analysis  is 
available  for  public  inspection  at  Room 
B-110,  2000  M  Street,  NW.,  Washington, 

D.C.  20461. 

You  are  invited  to  provide  comments 
on  the  draft  regulatory  analysis  at  the 
same  time  you  submit  comments  on  the 
proposed  rule.  The  comments  will  be 
taken  into  account  before  the 
preparation  of  a  final  regulatory 
analysis  on  any  final  rule  that  may  be 
adopted. 

The  following  summary  of  the  draft 
regulatory  analysis  is  set  forth  for 
publication  with  this  notice. 

Summary  of  Draft  Regulatory  Analysis 

The  three  principal  problem  area 
addressed  in  the  regulatory  analysis  of 
the  proposed  gasohol  allocation  and 
price  rule  and  its  deregulation 
alternative  are:  how  to  price  unleaded 
blend  stock  and  gasohol:  how  blenders 
are  to  obtain  unleaded  blend  stock  to 
blend  with  ethanol  to  produce  gasohol; 
and  how  gasohol  suppliers  may 
distribute  gasohol  to  purchasers.  The 
proposed  pricing  and  allocation  rules,  if 
adopted  as  final  rules,  would  be  in  effect 
for  about  a  year,  because  the  statutory 
authority  for  gasoline  price  and 
allocation  controls  expires  September 
30, 1981. 

The  principal  issues  addressed  in  the 
draft  regulatory  analysis  are:  what 
volume  of  ethanol  and  gasohol 
production  can  be  expected  between 
now  and  the  end  of  1981;  what  prices 
these  products  are  likely  to  reach, 
independent  of  the  rule  and  its 
alternative;  what  effect  the  rule  and  its 
alternative  may  have  on  the  price  and 
distribution  of  ethanol  and  gasohol;  and 
what  effect  the  rule  and  its  alternative 
may  have  on  motor  vehicle  misfueling 
and  competition  in  the  motor  gasoline 
industry. 

With  respect  to  supply  issues,  the 
draft  regulatory  analysis  concludes  that 
by  December  1981,  ethanol  and  gasohol 
production  should  increase  by  a 
threefold  or  fourfold  factor  above 
present  levels,  enough  to  meet  the 
President’s  goals,  without  requiring 
additional  corn  acreage  or  adversely 
affecting  food  production.  Ethanol 
production  should  increase  from  it 
present  level  of  about  92  million  gallons 
per  year  (6,062  B/D)  to  the  3,  4  and  7 
hundred  million  gallons  per  year  levels 
(20,000,  30,000,  and  45,  000  B/D) 
necessary  to  produce  gasohol  at  year- 
end  rates  of  200,000  B/D  in  1980,  300,000 
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B/D  in  1981  and  450,00  B/D  in  1982.  In 
1980  gasohol  will  represent  about  3.2 
percent  of  the  total  gasoline  market,  and 
7.9  percent  of  the  total  unleaded  market, 
hut  its  ethanol  component,  which 
represents  the  total  increase  in  the 
supply  of  motor  gasoline,  will  constitute 
less  than  .3  percent  of  the  total  gasoline 
market  and  less  than  .8  percent  of  the 
total  unleaded  market. 

Gasohol  should  help  extend,  rather 
than  adversely  affect,  unleaded 
supplies.  Regional  dislocations  of 
unleaded  supply  should  not  occur  for 
three  reasons.  First,  to  the  extent  that 
demand  for  unleaded  gasoline  is 
reduced  in  PAD  II  by  gasohol 
comsumption,  unleaded  suppliers  will 
redirect  unleaded  to  other  regions,  either 
by  greater  exports  from  the  region  or 
fewer  imports,  facilitated  by  exchange 
agreements  for  gasoline  between 
refiners.  Second,  the  lower  cost  of 
transporting  one  gallon  of  ethanol  out  of 
the  Midwest  than  the  cost  of  importing 
nine  gallons  of  unleaded  gasoline  into 
the  Midwest  constitutes  a  strong 
economic  incentive  for  ethanol  to  flow 
to  other  regions  in  addition  to  the 
Midwest.  (These  two  factors  will 
operate  in  either  the  regulatory  or 
deregulation  alternatives.]  Third,  in  the 
regulatory  alternative,  DOE  can  offset 
possible  shifts  in  the  regional 
availability  of  unleaded  gasoline  in 
cases  where  a  prospective  unleaded 
blend  stock  supplier  is  short  of  supply 
by  the  use  of  the  proposed  rule’s 
“buyback”  provision.  DOE  would  afford 
the  unleaded  supplier  the  opportunity  to 
buy  back  an  amount  of  gasohol  equal  to 
the  unleaded  blend  stock  DOE  required 
it  to  supply  to  the  blender.  In  addition, 
most  of  the  blend  stock  subject  to 
supply  orders  would  come  from 
suppliers  that  would  have  provided 
unleaded  gasoline  to  the  region  in  which 
the  order  is  issued  in  any  event. 

The  concern  that  the  deregulation 
alternative  would  deny  volumes  of 
blend  stock  to  independent  ethanol 
producers  and  thereby  produce  an 
anticompetitive  effect  does  not  appear 
to  be  valid.  It  seems  mbre  likely  that 
gasoline  marketers  at  all  levels  would 
compete  to  sell  unleaded  gasoline  to 
ethanol  producers. 

On  price  issues,  the  analysis 
concludes  that  in  the  “base  case,”  with 
no  change  in  the  present  price  rule9,  the 
retail  price  of  gasohol  before  taxes 
(taxes  would  vary  from  state  to  state 
according  to  the  aggregate  exemptions 
in  those  states)  would  be  about  $1.21  in 
1980  and  $1.45  in  1981;  the  refiner, 
reseller  and  retailer  incentives  in  the 
proposed  price  rule  would  raise  the 


before-tax  gasohol  retail  price  to  about 
$1.31  in  1980  and  $1.55  in  1981. 

In  the  decontrol  case,  the  analysis 
assumes  that  competition  is  presently 
restraining  unleaded  gasoline  prices  at 
or  below  maximum  lawful  prices,  and 
therefore  concludes  that  decontrolled 
gasohol  prices  would  be  roughly  similar 
to  those  in  the  proposed  price  rule  case: 
$1.31  in  1980  and  $1.55  in  1981. 

Disparities  in  gasohol,  leaded,  and 
unleaded  gasoline  prices  resulting  from 
several  factors  including  tax  exemption 
and  variations  in  crude  oil  costs,  may 
produce  a  small,  environmentally 
insignificant  incidence  df  fuel  switching. 
This  effect  is  discussed  in  more  detail  in 
a  separate  environmental  assessment 
which  is  being  prepared. 

VI.  Written  Comments  and  Public 
Hearings  Procedure 

A.  Written  Comments 

You  are  invited  to  participate  in  this 
proceeding  by  submitting  data,  views  or 
arguments  with  respect  to  the  issues  set 
forth  in  this  notice  or  proposed 
rulemaking.  All  comments  should  be 
submitted  by  4:30  p.m.,  e.cLt.,  (July  21, 
1980.)  Comments  should  be  submitted  to 
the  appropriate  address  indicated  in  the 
“Addresses”  section  of  this  preamble 
and  should  be  identified  on  the  outside 
envelope  and  on  documents  submi- ted 
with  the  designation  “Gasohol,”  Docket 
No.  ERA-R-80-11.  Ten  copies  should  be 
submitted.  All  comments  received  by 
the  ERA  will  be  available  for  public 
inspection  in  the  DOE  Freedom  of 
Information  Office,  Room  GA-152, 
Forresta!  Building,  1000  Independence 
Avenue,  SW.,  Washington,  D.C.,  and  in 
the  ERA  Office  of  Public  Information, 
Room  B-110,  2000  M  Street,  NW„ 
Washington,  D.C.,  between  the  hours  of 
8:00  a  m.  and  4:30  p.m.,  Monday  through 
Friday. 

Any  information  or  data  submitted 
which  you  con-sider  to  be  con  f  Men  Hal 
must  be  so  identified  and  submitted  in 
writing,  one  copy  only.  We  reserve  the 
right  to  determine  the  confidential  status 
of  the  information  or  data  and  to  treat  it 
according  to  our  determination. 

B.  Public  Hearings 

1.  Procedure  for  Request  to  Make  Oral 
Presentation. 

The  time  and  place  for  the  hearings 
are  indicated  in  the  “Dates”  and 
“Addresses"  sections  of  this  preamble. 

If  necessary  to  present  all  testimony,  the 
hearings  will  resume  at  9:30  a.m.  on  the 
next  business  day  following  the  first  day 
of  each  hearing. 

You  may  make  a  written  request  for 
an  opportunity  to  make  an  oral 
presentation  at  the  hearings.  The 
requests  should  contain  a  telephone 
number  where  you  may  be  contacted 


through  the  day  before  the  particular 
hearing  at  which  you  will  speak. 

If  you  are  selected  to  be  heard  at  the 
Des  Moines  hearing,  we  will  notify  you 
before  4:30  p.m.,  June  18, 1980;  if  you  are 
selected  to  be  heard  at  the  New  Orleans 
hearing,  we  will  notify  you  before  4:30 
p.m.,  June  23, 1980;  or  if  you  are  selected 
to  be  heard  at  the  Washington  hearing, 
we  will  notify  you  before  4:30  p.m.,  July 
2, 1980.  You  will  be  required  to  submit 
100  copies  of  your  statement  on  the 
morning  of  the  hearings  scheduled  for 
Des  Moines  and  New  Orleans  at  the 
respective  hearing  locations  and  to 
Room  2313,  2000  M  Street,  NW., 
Washington.  D.C.  20461  by  4:30  p.m., 

July  7, 1980  for  the  Washington,  D.C. 
hearing. 

2.  Conduct  of  the  Hearings.  We 
reserve  the  right  to  select  the  persons  to 
be  heard  at  the  hearings,  to  schedule 
their  respective  presentations,  and  to 
establish  the  procedures  governing  the 
conduct  of  the  hearings.  The  length  of 
each  presentation  may  be  limited,  based 
upon  the  numbers  of  persons  requesting 
to  be  heard. 

An  ERA  official  will  be  designated  to 
preside  at  the  hearings.  These  will  not 
be  judicial  or  evidentiary  type  hearings. 
Questions  may  be  asked  only  by  those 
conducting  the  hearings.  At  the 
conclusion  of  all  initial  oral  statements, 
each  person  who  has  made  an  oral 
statement  will  be  given  the  opportunity, 
if  he  or  she  so  desires,  to  make  a 
rebuttal  statement.  The  rebuttal 
statements  will  be  given  in  the  order  in 
which  the  initial  statements  have  been 
made  and  will  be  subject  to  time 
limitations. 

You  may  also  submit  questions  to  be 
-asked  by  the  presiding  officer  of  any 
person  making  a  statement  at  any 
hearing  to  the  addresses  indicated 
above  for  requests  to  speak,  for  the 
location  concerned,  before  4:30  p.m.  on 
the  day  before  the  hearing.  If  you  wish 
to  ask  a  question  at  one  of  the  hearings, 
you  may  submit  the  question,  in  writing, 
to  the  presiding  officer.  The  ERA  or,  if 
the  question  is  submitted  at  the  hearing, 
the  presiding  officer  will  determine 
whether  the  question  is  relevant,  and 
whether  time  limitations  permit  it  to  be 
asked. 

Any  further  procedural  rules  needed 
for  the  proper  conduct  of  the  hearings 
will  be  announced  by  the  presiding 
officer. 

Transcripts  of  the  hearings  will  be 
made.  The  entire  record  of  the  hearings, 
including  the  transcripts,  will  be 
retained  by  the  ERA  and  made  available 
for  inspection  in  the  DOE  Freedom  of 
Information  Office,  Room  GA-152, 
Forrestal  Building.  1000  Independence 
Avenue,  SW,  Washington,  D.C.,  and  in 
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the  ERA  Office  of  Public  Information, 
Room  B-110,  2000  M  Street  NW, 
Washington,  D.C.,  between  the  hours  of 
8:00  a.m.  and  4:30  p.m.,  Monday  through 
Friday.  You  may  purchase  a  copy  of  the 
transcript  from  the  reporter. 

(Emergency  Petroleum  Allocation  Act  of  1973, 
15  U.S.C.  §  751  et  seq.,  Pub.  L.  93-159,  as  - 
amended.  Pub.  L.  93-511,  Pub.  L.  94-99,  Pub. 

L.  94-133,  Pub.  L.  94-163,  and  Pub.  L.  94-385; 
Federal  Energy  Administration  Act  of  1974, 

15  U.S.C.  787  et  seq..  Pub.  L.  93-275,  as 
amended,  Pub.  L.  94-332,  Pub.  L.  94-385,  Pub. 

L.  95-70,  and  Pub.  L.  95-91;  Energy  Policy  and 
Conservation  Act,  42  U.S.C.  6201  et  seq.,  Pub. 
L.  94-163,  as  amended,  Pub.  L.  94-385,  and 
Pub.  L.  95-70;  Department  of  Energy 
Organization  Act,  42  U.S.C.  7101  et  seq.,  Pub. 

L.  95-91;  E.O.  11790,  39  FR  23185;  E.0. 12009, 

42  FR  46267) 

In  consideration  of  the  foregoing, 

Parts  210,  211  and  212  of  Chapter  II,  Title 
10  of  the  Code  of  Federal  Regulations, 
are  proposed  to  be  amended  as  set  forth 

below.  » 

Issued  in  Washington,  D  C.,  May  16, 1980. 
Hazel  R.  Rollins, 

Administrator,  Economic  Regulatory 
A  diministration. 

Appendix  A 

First  Alternative  Proposal — Regulation 
of  the  Allocation  and  Pricing  of  Gasohol 
and  Unleaded  Gasoline  Used  as 
Gasohol  Blend  Stock 

1.  Part  211  is  amended  to  add  a  new 
§  211.111  to  read  as  follows: 

§211.111  Allocation  of  gasohol  and 
unleaded  gasoline  to  blend  gasohol. 

(a)  General.  Gasohol  shall  be  subject 
to  the  provisions  of  this  subpart  is  if  it 
were  included  among  those  substances 
meeting  the  definition  of  motor  gasoline, 
except  as  otherwise  provided  in  this 
section. 

(b)  Definitions.  “Gasohol"  means  a 
motor  fuel  consisting  of  90  percent 
unleaded  gasoline  and  10  percent 
anhydrous  ethanol  derived  from 
biomass. 

Alternative  proposed  paragraph  (b): 

(b)  Definitions.  "Gasohol”  means  a 
motor  fuel  consisting  of  90  percent 
unleaded  gasoline  and  10  percent 
anhydrous  ethanol'derived  from  non¬ 
petroleum  or  non-natural  gas  sources,  or 
any  other  fuel  consisting  of  a  blend  of 
gasoline  and  ethanol  derived  from  non- 
petroleum  or  non-natural  gas  sources 
permitted  to  be  used  as  a  motor  fuel 
pursuant  to  waiver  of  the  provisions  of 
section  211(f)  of  the  Clean  Air  Act  (42 
U.S.C.  7545(f)). 

(c)  Method  of  allocation  of  unleaded 
gasoline  to  producers  of  gasohol. — (1) 
Application  for  an  assignment  of  a 
supplier  of  unleaded  gasoline  for  use  as 
gasohol  blend  stock.  Any  firm  other 


than  a  refiner  may  apply  for  an 
assignment  of  a  supplier  and  a  volume 
of  unleaded  gasoline  to  be  used  as 
gasohol  blend  stock  or  to  be  used  to 
remove  water  to  upgrade  hydrous 
ethanol  into  anhydrous  ethanol  used  as 
gasohol  blend  stock.  The  application 
shall  be  submitted  to  an  ERA  regional 
office  in  accordance  with  the  procedures 
of  Subpart  C  of  Part  205  and  this  section. 
An  application  for  an  allocation  of 
unleaded  gasoline  to  be  used  as  gasohol 
blend  stock  may  be  submitted  for 
volumes  of  unleaded  gasoline  in 
addition  to  a  base  period  volume  of 
gasoline  already  established  for  a  firm. 
An  application  for  assignment  of  a 
supplier  and  a  base  period  volume  shall 
contain: 

(i)  Identification  of  the  applicant’s 
base  period  suppliers  and  the  base 
period  volume  obligated  to  be  supplied 
by  each  supplier. 

(ii)  Certification  that  the  applicant  has 
executed  contracts  for  the  purchase  of 
ethanol  derived  from  non-petroleum  or 
non-natural  gas  sources  in  volumes  of 
800  gallons  or  more  per  month  for  a 
period  of  not  less  than  one  year,  and 
intends  to  use  a  minimum  of  800  gallons 
of  such  ethanol  per  month  as  blend 
stock  in  the  production  of  gasohol. 

(iii)  A  description  covering  a  period  of 
no  less  than  one  year  of  the  source  and 
volumes  of  ethanol  to  be  purchased  by 
the  applicant  for  blending  into  gasohol, 
the  customers  and  monthly  volumes  of 
gasohol  proposed  to  be  supplied  to  each 
by  the  applicant,  the  market  area  for 
gasohol  to  be  served  by  the  applicant, 
and  the  manner  of  distribution  of  the 
gasohol. 

(iv)  A  description  of  the  resources 
committed  or  proposed  to  be  committed 
by  the  applicant  in  order  to  provide  it 
with  the  capability  to  blend  and  market 
gasohol  as  described  in  its  application. 

(v)  The  identity  of  the  willing 
suppliers,  if  any,  of  the  unleaded 
gasoline  and  the  volumes  available  to  be 
supplied. 

(vi)  If  the  applicant  is  an  ethanol 
producer  (including  firms  engaged  in 
upgrading  ethanol  into  anhydrous 
ethanol  suitable  for  use  as  gasohol 
blend  stock),  a  description  of  the  boiler 
fuel  used  in  the  ethanol  production 
process  and  any  alternate  boiler  fuel 
capability  (other  than  petroleum  or 
natural  gas  based  fuel)  in  place.  If  the 
applicant  is  an  ethanol  producer  as 
described  herein  but  does  not  have  an 
alternate  boiler  fuel  capability  in  place, 
it  shall  certify  that  it  plans  to  convert  to 
a  non-petroleum  or  non-natural  gas 
based  boiler  fuel  within  four  years. 

(2)  ERA  evaluation;  decision  and 
order,  (i)  ERA  shall  evaluate  and  issue 
an  appropriate  order  under  this  section 


in  accordance  with  the  criteria  and 
procedures  specified  in  Subpart  C  of 
Part  205  of  this  chapter. 

(ii)  In  addition  to  the  criteria 
contained  in  Subpart  C  of  Part  205  of 
this  Chapter,  ERA  may  evaluate  an 
application  taking  into  consideration  the 
following  factors: 

(A)  Whether  the  assignment  sought  by 
the  applicant  is  likely  to  have  an 
adverse  impact  on  the  availability  or 
distribution  of  gasoline,  unleaded 
gasoline  or  gasohol  in  an  area; 

(B)  Whether  the  applicant  has 
committed  or  will  commit  sufficient 
resources  to  enable  it  to  perform  as 
described  in  its  application;  and 

(C)  Whether  the  applicant  has 
sufficient  existing  supplies  of  unleaded 
gasoline  for  blending  which  will  satisfy 
the  projected  demand  for  gasohol 
reflected  in  its  application. 

(iii)  If  the  applicant  is  an  ethanol 
producer  (including  firms  engaged  in 
upgrading  ethanol  into  anhydrous 
ethanol  suitable  for  use  as  gasohol 
blend  stock)  which  uses  petroleum 
based  fuel  or  natural  gas  as  a  boiler  fuel 
in  the  ethanol  production  process  and 
has  an  alternate  boiler  fuel  capability  in 
place.  ERA  shall  deny  the  application 
for  an  allocation  of  unleaded  gasoline 
unless  the  applicant  demonstrates  good 
cause  why  it  is  not  using  its  alternate 
boiler  fuel  capability. 

(iv)  The  volume  of  unleaded  gasoline 
assigned  shall  not  exceed  nine  times  the 
volume  of  ethanol  available  to  the 
applicant  during  the  period  of  time 
covered  by  the  assignment  order,  or 
otherwise  shall  not  exceed  that  volume 
of  unleaded  gasoline  which  the 
applicant  demonstrates  it  is  able  to  use 
as  gasohol  blend  stock,  whichever  is 
more. 

(v)  ERA  may  condition  the 
effectiveness  of  the  assignment  upon  the 
submission  of  satisfactory  evidence  of  a 
sufficient  commitment  of  resources  by 
the  applicant  to  provide  it  with  the 
capability  to  blend  and  market  gasohol 
as  described  in  its  application. 

(vi)  The  period  of  time  covered  by  an 
assignment  shall  not  exceed  the  period 
of  time  covered  by  an  applicant’s 
description  of  its  plan  to  market  gasohol, 
or  two  years,  whichever  is  less. 

(3)  Restriction  on  the  use  of  unleaded 
gasoline  allocated  for  use  as  a  gasohol 
blend  stock.  Any  volume  of  unleaded 
gasoline  allocated  under  this  paragraph 
shall  be  used  only  in  the  production  of 
gasohol  and  in  accordance  with  the 
terms  of  the  applicant’s  description  of  its 
plan  to  market  gasohol  as  approved  by 
ERA.  The  receipient  of  an  allocation  of 
unleaded  gasoline  under  this  paragraph 
shall  not  fail  to  blend  those  volumes  of 
unleaded  gasoline  into  gasohol  and 
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resell  the  unleaded  gasoline  as  motor 
gasoline. 

(4)  O  ffer  of  sale  of  gasohol  by  blender 
back  to  supplier  of  unleaded  gasoline. 
ERA  may  require  that  an  applicant 
receiving  an  allocation  of  unleaded 
gasoline  under  this  paragraph  be 
required  to  offer  for  sale  to  its  supplier 
of  unleaded  gasoline  a  volume  of 
gasohol  on  a  monthly  basis  not  to 
exceed  the  volume  of  unleaded  gasoline 
supplied. 

(d)  Allocation  of  gasohol — (1)  Ethanol 
producers  and  firms  which  are  not 
wholesale  purchaser-resellers  of 
gasoline.  Any  ethanol  producer  or  other 
firm  which  receives  an  allocation  of 
unleaded  motor  gasoline  for  the 
production  of  gasohol  shall  c.istribute 
the  gasohol  in  accordance  with  the 
description  of  its  plan  to  market  gasohol 
contained  in  its  application  as  approved 
by  ERA  under  paragraph  (c)  of  this 
section. 

(2)  Refiners  and  wholesale  purchaser- 
resellers.  (i)  Notwithstanding  any 
provision  in  this  part  to  the  contrary, 
and  subject  to  the  provisions  of  42 
U.S.C.  7545(f),  a  refiner  or  wholesale 
purchaser-reseller  of  unleaded  motor 
gasoline  may  elect  to  blend  its  supply  of 
unleaded  motor  gasoline  with  ethanol  to 
produce  gasohol  subject  to  the 
restrictions  contained  in  paragraph 
(d)(2)(H)  of  this  section. 

(ii)  Refiners  and  those  wholesale 
purchaser-resellers  which  either  blend 
their  existing  available  unleaded 
gasoline  with  ethanol  to  produce 
gasohol  or  which  purchase  gasohol  for 
resale  may  allocate  gasohol  at  their 
discretion  to  their  base  period 
purchasers  of  motor  gasoline,  except 
that: 

(A)  No  purchaser  shall  be  required  to 
accept  any  quantity  of  gasohol  in  place 
of  part  or  all  of  its  allocation  entitlement 
to  unleaded  gasoline  except  as 
previously  agreed  between  the 
purchaser  and  supplier;  and 

(B)  If  a  purchaser  elects  to  receive 
gasohol  in  satisfaction  of  part  or  all  of 
its  allocation  entitlement  to  unleaded 
gasoline,  the  supplier  shall  be  obligated 
to  supply  to  the  purchaser  a  volume  of 
gasohol  equal  to  the  volume  of  unleaded 
gasoline  to  which  the  purchaser  would 
have  otherwise  been  entitled  plus  a 
volume  equal  to  the  ethanol  content  of 
the  gaohol  blend. 

(iii)  A  wholesale  purchaser-reseller 
which  receives  an  allocation  of 
unleaded  gasoline  for  use  as  a  gasohol 
blend  stock  pursuant  to  this  section 
shall  distribute  the  gasohol  produced  in 
accordance  with  the  description  of  its 
plan  to  market  gasohol  contained  in  its 
application  as  approved  by  ERA  under 
paragraph  (c)  of  this  section. 


Appendix  B 

First  Alternative  Proposal — Regulation 
of  the  Allocation  and  Pricing  of  Gasohol 
and  Unleaded  Gasoline  Used  As 
Gasohol  Blend  Stock 

Alternative  Allocation  Amendments — 
Restricting  Access  to  Allocations  of 
Unleaded  Gasoline  for  Use  As  a 
Gasohol  Blend  Stock  to  Alcohol 
Producers 

1.  Part  211  is  amended  to  add  a  new 
§  211.111  to  reas  as  follows: 

§211.111  Allocation  of  gasohol  and 
unleaded  gasoline  to  blend  gasohol. 

[Paragraphs  (a)  and  (b)  are  unchanged 
from  the  First  Alternative  Proposal) 

(c)  Method  of  allocation  of  unleaded 
gasoline  to  producers  of  gasohol. — (1) 
Application  for  an  assignment  of  a 
supplier  of  unleaded  gasoline  for  use  as 
gasohol  blend  stock.  Any  firm  which  is  a 
producer  of  ethanol  derived  from  non¬ 
petroleum  or  non-natural  gas  sources 
(including  firms  engaged  in  the  removal 
of  water  to  upgrade  hydrous  ethanol 
into  anhydrous  ethanol  used  as  gasohol 
blend  stock)  may  apply  for  an 
assignment  of  a  supplier  and  a  base 
period  volume  of  unleaded  gasoline  to 
be  used  as  gasohol  blend  stock  or  to  be 
used  to  remove  water  to  upgrade 
hydrous  ethanol  into  anhydrous  ethanol 
used  as  gasohol  blend  stock.  The 
application  shall  be  submitted  to  an 
ERA  regional  office  in  accordance  with 
the  procedures  of  Subpart  C  of  Part  205 
and  this  section.  Any  application  for 
assignment  of  a  supplier  and  a  base 
period  volume  shall  contain: 

(i)  Certification  that  the  applicant  has 
access  to  a  supply  of  ethanol  derived 
from  non-petroleum  or  non-natural  gas 
sources  in  volumes  of  800  gallons  or 
more  per  month  for  a  period  of  not  less 
than  one  year,  and  intends  to  use  a 
minimum  of  800  gallons  of  such  ethanol 
per  month  as  blend  stock  in  the 
production  of  gasohol. 

(ii)  A  description  of  the  source  and 
volumes  of  ethanol  to  be  produced  or 
purchased  by  the  applicant  for  blending 
into  gasohol,  the  customers  and  monthly 
volumes  of  gasohol  proposed  to  be 
supplied  to  each  customer  by  the 
applicant,  the  market  area  for  gasohol  to 
be  served  by  the  applicant,  and  the 
manner  of  distribution  of  the  gasohol. 

(iii)  A  description  of  the  resources 
committed  or  proposed  to  be  committed 
by  the  applicant  in  order  to  provide  it 
with  the  capability  to  blend  and  market 
gasohol  as  described  in  its  application. 

(iv)  The  identity  of  the  willing 
suppliers,  if  any,  of  the  unleaded 
gasoline  and  the  volumes  available  to  be 
supplied. 


(v)  A  description  of  the  boiler  fuel 
used  by  the  applicant  in  the  ethanol 
production  process  and  any  alternate 
boiler  fuel  capability  (other  than 
petroleum  or  natural  gas  based  fuel)  in 
place.  If  the  applicant  does  not  have  an 
alternate  boiler  fuel  capability  in  place, 
it  shall  certify  that  it  plans  to  convert  to 
a  non-petroleum  or  non-natural  gas 
based  boiler  fuel  within  four  years. 

(2)  ERA  evaluation;  decision  and 
order,  (i)  ERA  shall  evaluate  and  issue 
an  appropriate  order  under  this  section 
in  accordance  with  the  criteria  and 
procedures  specified  in  Subpart  C  of 
Part  205  of  this  chapter. 

(ii)  In  addition  to  the  criteria 
contained  in  Subpart  C  of  Part  205  of 
this  chapter,  ERA  may  evaluate  an 
application  taking  into  consideration  the 
following  factors: 

(A)  Whether  the  assignment  sought  by 
the  applicant  is  likely  to  have  an 
adverse  impact  on  the  availability  or 
distribution  of  gasoline,  unleaded 
gasoline  or  gasohol  in  an  area;  and 

(B)  Whether  the  applicant  has 
committed  or  will  commit  sufficient 
resources  to  enable  it  to  perform  as 
described  in  its  application. 

(iii)  If  the  applicant  uses  petroleum 
based  fuel  or  natural  gas  as  a  boiler  fuel 
in  the  ethanol  production  process  and 
has  an  alternate  boiler  fuel  capability  in 
place.  ERA  shall  deny  the  application 
for  an  allocation  of  unleaded  gasoline 

‘  unless  the  applicant  demonstrates  good 
cause  why  it  is  not  using  its  alternate 
boiler  fuel  capability. 

(iv)  The  volume  of  unleaded  gasoline 
assigned  shall  not  exceed  nine  times  the 
volume  of  enthanol  available  to  the 
applicant  during  the  period  of  time 
covered  by  the  assignment  order;  or 
otherwise  shall  not  exceed  that  volume 
of  unleaded  gasoline  which  the 
applicant  demonstrates  it  is  able  to  use 
as  gasohol  blend  stock,  whichever  is 
more. 

(v)  ERA  may  condition  the 
effectiveness  of  the  assignment  upon  the 
submission  of  satisfactory  evidence  of  a 
sufficient  commitment  of  resources  by 
the  applicant  to  provide  it  with  the 
capability  to  blend  and  market  gasohol 
as  described  in  its  application. 

(vi)  The  period  of  time  covered  by  an 
assignment  shall  not  exceed  the  period 
of  time  covered  by  an  applicant’s 
description  of  its  plan  to  market  gasohol, 
or  two  years,  whichever  is  less. 

[Paragraphs  (c)(3)  and  (c)(4)  are 
unchanged  from  the  First  Alternative 
Proposal.) 

(d)  Allocation  of  gasohol. — (1)  Ethanol 
producers.  An  ethanol  producer  which 
receives  an  allocation  of  unleaded 
gasoline  for  the  production  of  gasohol 
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shall  distribute  the  gasohol  in 
accordance  with  the  description  of  its 
plan  to  market  gasohol  contained  in  its 
application  as  approved  by  ERA  under 
paragraph  (c)  of  this  section. 

(2)  Refiners  and  wholesale  purchaser- 
resellers.  (i)  Notwithstanding  any 
provison  in  this  part  to  the  contrary,  and 
subject  to  the  provisions  of  42  U.S.C. 
7545(f),  a  refiner  or  wholesale 
purchaser-reseller  of  unleaded  motor 
gasoline  may  elect  to  blend  its  supply  of 
unleaded  motor  gasoline  with  ethanol  to 
produce  gasohol,  subject  to  the 
restrictions  contained  in  paragraph 
(d)(2)(ii)  of  this  section. 

(ii)  Refiners  and  those  wholesale 
purchaser-resellers  which  either  blend 
their  existing  available  unleaded 
gasoline  with  ethanol  to  produce 
gasohol  or  which  purchase  gasohol  for 
resale  may  allocate  gasohol  at  their 
discretion  to  their  base  period 
purchasers  of  motor  gasoline,  except 
that: 

(A)  No  purchaser  shall  be  required  to 
accept  any  quantity  of  gasohol  in  place 
of  part  or  all  of  its  allocation  entitlement 
to  unleaded  gasoline  except  as 
previously  agreed  between  the 
purchaser  and  supplier;  and 

(B)  If  a  purchaser  elects  to  receive 
gasohol  in  satisfaction  of  part  or  all  of 
its  allocation  entitlement  to  unleaded 
gasoline,  the  supplier  shall  be  obligated 
to  supply  to  the  purchaser  a  volume  of 
gasohol  equal  to  the  volume  of  unleaded 
gasoline  to  which  the  purchaser  would 
have  otherwise  been  entitled  plus  a 
volume  equal  to  the  ethanol  content  of 
the  gasohol  blend. 

2. 10  CFR  Part  212  is  amended  by 
revising  §  212.83(c)(l)(i)(B)  to  read  as 
follows: 

§212.83  Price  Rule. 

***** 

(c)  Allocation  of  increased 
costs.  *  *  * 

(1)  Allocation  of  increased  costs 
incurred  in  the  period  “t" —  *  *  * 

(i)  *  *  * 

(B)  Notwithstanding  any  other 
provision  of  this  subpart,  for  purposes  of 
this  section,  a  refiner,  upon  notice  to  and 
unless  and  until  disapproved  by  the 
DOE,  may  designate  as  categories 
within  the  product  gasoline  different 
types  (unleaded  gasoline  as 
differentiated  from  leaded  gasoline)  and 
grades  (differentiated  by  octane 
number),  if  the  categories  so  designated 
by  the  refiner  represent  discrete 
gasoline  types  and  grades  that  have 
been  consistently  and  historically 
differentiated  by  that  refiner.  A  refiner 
may  designate  gasohol  as  a  category 
within  the  product  gasoline.  In 
apportioning  the  total  amount  of 


increased  costs  allocable  to  gasoline 
among  categories  of  gasoline,  a  refiner 
may  apportion  amounts  of  increased 
costs  to  a  particular  category  of  gasoline 
in  whatever  amounts  it  deems 
appropriate.  The  notice  required  by  this 
paragraph  shall  be  sent  to  the  ERA's 
Assistant  Administrator  for 
Enforcement  or  the  DOE’s  Special 
Counsel,  as  appropriate. 
***** 

3.  Section  212.92  is  amended  by 
revising  the  definition  of  “Acquisition 
cost"  to  add  a  new  paragraph  (c)  and 
redesignating  former  paragraphs  (c)  and 
(d)  as  paragraphs  (d)  and  (e), 
respectively,  to  read  as  follows: 

§  212.92  Definitions. 
***** 

“Acquisition  cost”  means: 
***** 

(c)  for  retailers,  resellers  and  reseller- 
retailers  which  blend  gasohol, 
calculated  on  a  cents  per  gallon  basis, 
the  sum  of  (1)  the  acquisition  cost  of  the 
unleaded  gasoline  component  of  the 
gasohol  blend  times  the  percentage  of 
unleaded  gasoline  in  the  gasohol,  and  (2) 
the  acquisition  cost  of  the  ethanol 
component  of  the  gasohol  blend  times 
the  percentage  of  ethanol  in  the  gasohol 
blend.  The  acquisition  cost  for  the 
unleaded  gasoline  component  of  the 
gasohol  blend  shall  be  calculated 
according  to  paragraphs  (a)  or  (b)  of  this 
section  for  the  respective  classes  of 
marketers.  The  acquisition  cost  for  the 
ethanol  component  of  the  gasohol  blend 
shall  be  the  actual  purchase  price  paid 
for  the  most  recent  purchase  of  ethanol. 
Sellers  that  are  ethanol  producers  shall 
impute  an  acquisition  cost  for  the 
ethanol  component  of  the  gasohol  blend 
based  on: 

First  option — imputed  ethanol  cost  based  on 
ethanol  sales  price 

(1)  The  actual  sales  price  received  for 
the  most  recent  sale  of  ethanol;  or 

Second  option — imputed  ethanol  cost  based 
on  the  cost  of  unleaded  gasoline 

(2)  Calculated  by  multiplying  the 

acquisition  cost  for  the  unleaded 
gasoline  component  by - ;  or 

Third  option — imputed  ethanol  cost  based  on 
comparable  ethanol  sales 

(3)  Prices  charged  for  comparable 
sales  of  ethanol  within  the  same  market 
area. 

(d)  The  purchase  price  shall: 

(1)  Be  computed  on  a  cents  per  gallon 
basis; 

(2)  Be  substantiated  by  written 
evidence  of  delivered  product;  and 

(3)  Include  transportation  costs  of 
bringing  the  product  into  inventory. 


(e)  DOE  may  disallow  any  purchase 
which  has  the  effect  of  frustrating  the 
purpose  of  the  price  regulations. 
***** 

4.  Section  212.93(a)  is  amended  by 
adding  new  subparagraphs  (5)  and  (6) 
and  redesignating  former  subparagraph 
(5)  as  subparagraph  (7),  to  read  as 
follows: 

§  212.93  Price  rule. 

***** 

(a)  *  *  * 

(5)(i)  With  respect  to  retail  sales  of 
gasohol  by  retailers  that  blend  gasohol, 
a  retailer  may  not  charge  a  price  for 
gasohol  which  exceeds  the  acquisition 
cost  of  the  gasoline  and  ethanol  blended 
to  produce  the  gasohol,  plus  17.7  cents 
per  gallon,  plus  tax  costs  attributable  to 
sales  of  gasohol.  Beginning  January  1, 
1981,  the  fixed  cents  per  gallon  markup 
set  forth  above  shall  be  adjusted  by 
DOE  semi-annually  to  reflect  the  GNP 
deflator. 

(ii)  Except  as  provided  in 
subparagraph  (7)  of  this  paragraph,  a 
reseller-retailer  that  blends  gasohol  may 
not  charge  a  price  in  retail  sale  of 
gasohol  which  exceeds  its  most  recent 
dealer  tank  wagon  for  gasohol  charged 
to  the  nearest  independent  retailer  to 
the  reseller-retailer’s  retail  sale  in  the 
most  recently  preceding  30-day  period, 
plus  17.7  cents  per  gallon,  plus  tax  f'osts 
attributable  to  sales  of  gasohol.  If  the 
reseller-retailer  has  no  dealer  tank 
wagon  sales  of  gasohol  to  an 
independent  retailer  in  the  most  recently 
preceding  30-day  period,  the  price  may 
not  exceed  the  reseller-retailer’s 
acquisition  cost,  plus  26.2  cents  per 
gallon,  plus  tax  costs  attributable  to 
sales  of  gasohol.  Beginning  January  1, 
1981,  the  fixed  cents  per  gallon  markups 
set  forth  above  shall  be  adjusted  by 
DOE  semi-annually  to  reflect  the  GNP 
deflator. 

(6)  Except  as  provided  in 
subparagraph  (7)  of  this  paragraph,  with 
respect  to  resales  of  gasohol  by  resellers 
and  reseller-retailers  that  blend  gasohol, 
a  seller  may  not  charge  a  price  in  a  sale 
for  gasohol  which  exceeds  the  most 
recent  acquisition  cost,  plus  8.5  cents 
per  gallon,  plus  tax  costs  attributable  to 
sales  of  gasohol.  Beginning  January  1, 
1981,  the  DOE  shall  adjust  semi¬ 
annually  the  fixed  cents  per  gallon 
amount  to  reflect  the  GNP  deflator. 
***** 

5.  Section  212.93(b)(1)  is  amended  by 
adding  a  new  subparagraph  (v)  to  read 
as  follows: 

§212.93  Price  rule. 

*  *  *  .*  *  , 

(b)  *  *  * 
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(v)  Beginning  June  1, 1980  with  respect 
to  sales  of  gasohol  by  sellers  other  than 
retailers  which  blend  gasohol:  (A)  In 
retail  sales  a  seller  (other  than  a 
retailer)  may  charge  an  additional  1.6 
cents  per  gallon  in  excess  of  the  amount 
otherwise  permitted  to  be  charged 
pursuant  to  this  section  to  reflect  non¬ 
product  costs  increases:  (B)  with  respect 
to  all  sales  of  gasohol  other  than  retail 
sales,  a  seller  may  charge  an  additional 
.8  cents  per  gallon  in  excess  of  the 
amount  otherwise  permitted  to  be 
charged  pursuant  to  this  section  to 
reflect  non-product  cost  increases. 

*  *  *  *  * 

Appendix  C 

Second  Alternative  Proposal — 
Deregulation 

1.  Part  210  is  amended  at  §  210.35  to 
add  two  new  paragraphs  (k)  and  (1)  to 
read  as  follows: 

§  210.35  Exempted  products. 

★  *  *  *  * 

(k)  Unleaded  gasoline  used  as  blend 
stock  in  the  production  of  gasohol  is 
exempt  from  the  provisions  of  Part  211 
and  Part  212  of  this  chapter. 

(l)  Gasohol  as  defined  in  §  211.111  is 
exempt  from  the  provisions  of  Part  211 
and  Part  212  of  this  chapter. 

2.  Paragraph  (b)  of  §  211.1  is  amended 
to  add  two  new  §§  211.1(b)(12)  and 
211.1(b)(13)  to  read  as  follows: 

§211.1  Scope. 

***** 

(b)  Exclusions.  *  *  * 

(12J.Notwithstanding  the  other 
provisions  of  this  part,  including  Subpart 
F  of  this  part,  unleaded  gasoline  used  by 
a  firm  as  gasohol  blend  stock  or  sold  to 
be  blended  into  gasohol  by  the 
purchaser  is  excluded  from  the 
provisions  of  this  part:  Provided,  That 
such  unleaded  gasoline  is  used  solely  as 
gasohol  blend  stock. 

(13)  Notwithstanding  the  other 
provisions  of  this  part,  gasohol  as 
defined  in  §  211.111  is  excluded  from  the 
provisions  of  this  part. 

3.  A  new  §  211.111  is  added  to  read  as 
follows: 

§211.111  Unleaded  Gasoline  Sold 
Pursuant  to  Exemption  But  Not  Used  As 
Gasohol  Blend  Stock. 

(a)  Definitions.  “Gasohol”  means  a 
motor  fuel  consisting  of  90  percent 
unleaded  gasoline  and  10  percent 
anhydrous  ethanol  derived  from 
biomass. 

Alternative  proposed  paragraph  (a): 

(a)  Definitions.  “Gasohol”  means  a 
motor  fuel  consisting  of  90  percent 
unleaded  gasoline  and  10  percent 


anhydrous  ethanol  derived  from  non¬ 
petroleum  or  non-natural  gas  sources,  or 
any  other  fuel  consisting  of  a  blend  of 
gasoline  and  ethanol  derived  from  non¬ 
petroleum  or  non-natural  gas  sources 
permitted  to  be  used  as  a  motor  fuel 
pursuant  to  waiver  of  the  provisions  of 
section  211(f)  of  the  Clean  Air  Act  (42 
U.S.C.  7545(f)). 

(b)  Limitation  on  Use  and  Remedies. 

(1)  A  purchaser  of  volumes  of  unleaded 
gasoline  sold  pursuant  to  the  exemption 
set  forth  in  §  211.1  shall  be  required  to 
certify  in  writing  to  its  supplier  that 
those  volumes  of  unleaded  gasoline  will 
be  blended  by  the  purchaser  to  produce 
gasohol. 

(2)  A  volume  of  unleaded  gasoline 
sold  pursuant  to  the  exemption  set  forth 
in  §  211.1  shall  be  used  by  the  purchaser 
only  in  the  production  of  gasohol  except 
in  cases  of  impossibility  due  to 
circumstances  beyond  the  control  of  the 
purchaser. 

(3)  A  purchaser  shall  be  required  to 
return  to  its  supplier  any  exempt 
volumes  of  unleaded  gasoline  acquired 
for  blending  into  gasohol  but  not  used  to 
produce  gasohol.  The  supplier  may 
offset  any  exempt  volumes  of  unleaded 
gasoline  acquired  in  excess  of  volumes 
which  the  purchaser  was  otherwise 
entitled  to  purchase  under  the 
regulations,  and  which  the  purchaser  is 
obligated  to  return  to  the  supplier, 
against  current  volumes  of  unleaded 
gasoline  that  the  supplier  is  obligated  to 
supply  the  purchaser. 

(4)  The  supplier  shall  offer  equivalent 
volumes  of  unleaded  gasoline  for  sale  to 
those  firms  that  would  have  been 
entitled  to  receive  the  volumes  of 
unleaded  gasoline  if  the  exempt  sale  had 
not  occurred. 

4.  The  definition  of  “covered 
products"  in  §  212.31  is  amended  to  read 
as  follows: 

§  212.31  Definitions. 

***** 

“Covered  products"  means  crude  oil, 
gasoline  (except  unleaded  gasoline  sold 
to  be  ble*ded  by  the  purchaser  into 
gasohol:  Provided,  however.  That  such 
unleaded  gasoline  is  used  as  gasohol 
blend  stock),  natural  gas  liquids,  and 
propane. 

***** 

5.  Subpart  C  of  Part  212  is  amended  to 
add  two  new  §§  212.63  and  212.64  to 
read  as  follows: 

§  212.63  Gasohol. 

The  prices  charged  for  gasohol  as 
defined  in  §  211.111  are  exempt  from  the 
provisions  of  this  Part. 


§  212.64  Unleaded  gasoline  used  as 
gasohol  blend  stock. 

(a)  The  price  charged  for  unleaded 
gasoline  sold  to  be  blended  by  the 
purchaser  into  gasohol  is  exempt  from 
the  provisions  of  this  part:  Provided, 
That  such  unleaded  gasoline  is  used  by 
the  purchaser  as  gasohol  blend  stock. 

(b)  Volumes  of  unleaded  gasoline 
acquired  by  a  purchaser  to  be  blended 
into  gasohol  but  not  used  by  the 
purchaser  to  produce  gasohol  are  not 
permitted  to  be  resold  by  the  purchaser 
at  a  markup  over  the  price  paid  by  the 
purchaser. 
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